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THE REPORTS OF THE TREASURY. 


The Treasury reports are looked for this year with more interest 
than such documents of late years have usually called forth. After 
the close of the war, the financial policy of the Government gradu- 
ally ceased to command the public attention or to influence the 
National credit, as much as during the pressure of our war finance. 
Since the time when Mr. McCulloch funded the seven-thirties, and 
negotiated in one year over a thousand millions of securities, to 
absorb demand loans, Treasury notes, and other temporary war 
debts, there has been less disposition on the part of Congress to 
follow with much care the recommendations and suggestions of the 
Secretary of the Treasury. The great questions of reforming the 
currency, refunding the debt, and lightening the burden of taxation, 
have too often been dealt with by the National Legislature in such 
a manner that the annual reports have offered but little help to 
our bankers and merchants in forecasting, at the beginning of a 
session of Congress, the probable course of legislation to be 
adopted, or the financial and fiscal principles which would control 
it. For some reason, a different anticipation appears to prevail at 
present, and the belief is, that Mr. Bristow’s second annual Report, 
which, in a few days, is to be laid before Congress, will be such 
as to enable the country to foresee, with some approach to truth, 
the Congressional legislation by which the monetary and fiscal 
wants of the country will be met during the coming winter. 

As that Report will be in the hands of our readers almost as 
soon as the present number of this magazine, we will do no more 
than point out some of the chief questions on which Mr. 
Bristow is expected to throw light. Of these, one of the most 
important is that of increased taxation. The published statements 
of the receipts and expenditures of the Treasury show that, in 
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the financial service of the Government, we must either provide 
for a larger revenue or for a diminished annual outlay. One of 
these alternatives is absolutely necessary. To make both ends meet, 
Congress must either spend less, and enforce a rigid economy 
in its appropriations, or else the country must be burdened with 
new taxes. The latter contingency would be very unpopular. But 
what we have to say on this subject must be deferred until the 
whole of the Treasury statements are before us, and until the fiscal 
situation is officially made known. 

Next in importance to the burdens of new taxation is the. 
resumption of specie payments. Mr. Bristow, in his last year’s 
report, offered some judicious suggestions which Congress in part 
accepted as the basis of the monetary legislation of last session. 
It remains to be proved whether he will be equally successful in 
impressing his views upon Congress hereafter. The general desire 
of the country, so far as we have been able to gather it from 
various sources, is to avoid rash experiments. ‘The public equally 
distrust the over-eager advocates of a too hasty return to specie 
payments on the one side, and the fanatical worshipers of paper 
money on the other. 

The requirements of public opinion will be best met by a pol- 
icy which secures the following results: First, we must hold fast 
all that has been achieved of progress towards specie pay- 
ments; and, secondly, we must do nothing of a retrograde char- 
acter. Hence, when attempts are made under any pretense to 
expand the volume of the currency we must resist them, and take 
care not to lose anything we have gained in this respect. The 
existing laws have limited the volume of the currency, and 
those limits must be on no account enlarged. There is every 
indication that the inflationists will be very active in Congress 
during this session; and that, while some of the extremists among 
the advocates of hard money are agitating impracticable projects 
of resumption, the inflationists will try, as they have so often tried 
before, to avail themselves of the advantage which their antago- 
nists may unwittingly put within their reach. It is even said 
that certain inflationists are in favor of bringing in some ex- 
travagant measure pretending to favor the repeal of the Legal- 
Tender Law, not with a view of passing this new measure, but 
that they may get control of it, and then, by some subtle maneu- 
ver, get a law enacted that will tend towards inflation, while seem- 
ing to be intended to work in the opposite course. 

It has been suggested that the best that Congress can do for 
promoting specie payments is to refuse to legislate about the cur- 
rency at all, during the coming session ;—that the work which 
devolves on Congress is to strengthen the coin balance in the 
Treasury ;—that when this is done there is scarcely anything 
thing else within the bounds of legislation, and that to attempt 
more would almost certainly result in mischief. We are not quite 
prepared to go as far as this. But there is no doubt that most 
of the past mistakes in managing the currency system have arisen 
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from our failure to recognize the true limits of legislation, and to 
distinguish between what it can do and what it cannot do. One 
of the things which Congress cannot do is to force down the 
premium on gold. No direct legislation can do this. The pre- 
mium may, indeed, be reduced by favoring the contraction of the 
currency when circumstances are favorable. But financial science 
knows no other legitimate way by which legislation can bring down 
the premium on gold. All parties agree that this method of reduc- 
ing the gold premium cannot be resorted to during the coming 
session. No further contraction by Act of Congress is at present 
contemplated. The existing resumption laws should have a fair trial 
before any further legislation is adopted. What is there, then, that 
Congress can and ought to do? Nothing but this. They should 
so increase the coin balance in the Government vaults, that when 
the premium on gold has disappeared, the Treasury may be ready 
to pay its greenback notes dollar for dollar in gold. And how 
shall this be accomplished? There is no other expedient but the 
accumulating of gold in the Treasury vaults beforehand. This is 
the present legitimate work of Congress, and it will be found suffi- 
cient to occupy all the time available for fiscal and financial debate. 
How much of the Treasury balance ought to be in silver coin is a 
question which we cannot here discuss for want of space. Some 
very shallow and crude notions on this matter seem to be afloat 
in the public mind. 

We must not omit to notice the funding of the debt. Mr. 
Bristow has just closed the negotiation of all the five per cents 
authorized in the funding laws of January, 1871, and of July, 
1870. The amount is 500 millions, and has produced net to the 
Treasury 9934 in gold, which is a lower price than any five per cent. 
bonds will be likely to be sold for hereafter in the market. Some 
persons are of opinion that the syndicate ought to have paid at 
least 2 per cent. more for the bonds negotiated during the past 
year. This view of the funding operations of the Treasury is 
likely to come up in a new shape during the coming session. The 
proposition has been made to negotiate 1,000 millions of 4 per 
cents. in exchange for the outstanding five-twenties, and to issue 
no funding bonds at a higher rate of interest than four per cent. 
Another proposition is for Mr. Bristow to sell to the syndicate at 
par, 300 millions of four and a-half per cents. A third sugges- 
tion is to stop the selling of bonds, and all other refunding 
Operations, until after the resumption of specie payments. In 
presence of these conflicting plans there is some danger that the 
old policy which the funding acts were intended to realize, will 
be lost sight of. This policy, as expounded by Mr. Boutwell in 
1870, comprised two chief objects: first, to lessen the pressure of 
the debt by lowering the rate of interest, and secondly, to con- 
solidate the various kinds of securities into one uniform bond, like 
the English consols and the French rentes. It is hoped that in 
the debates on the funding of the debt, Congress will take care 
that both these principles shall have due respect. 
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IMPROVEMENTS IN THE LAW OF USURY. 


BY DR. GEORGE MARSLAND. 


A distinguished French economist, M. Leon Faucher, has 
affirmed that one of the active causes of the material growth of 
the United States has been its enlightened policy in regard to usury. 
It were to be wished that the usury legislation of the several 
States merited the encomium; but we trust that a new era is 
beginning in which M. Faucher’s statement will be realized. The 
decision of the Supreme Court, which will be found on page 466, 
is the most important usury decision ever given by any tribunal in 
the United States. Among its numerous good results a conspicuous 
place will be given to the fact that it will introduce a principle of 
harmony into the discordant and conflicting legislation of the 
various States on the subject of usury. Hence this part of our 
jurisprudence will in two ways undergo a rapid reform. First, 
some of the bad features of the existing legislation will be imme- 
diately corrected, and secondly, the agitation which in some States 
is being stirred up by mischievous and ignorant demagogues in 
favor of more stringent usury penalties, will receive a wholesome 
check. 

To illustrate these aspects of the decision, it is sufficient to 
recapitulate very briefly its main points. A year ago the Farmers 
& Mechanics’ National Bank of Buffalo discounted a note made 
by Peter C. Dearing, the defendant. Ten per cent. was charged 
by the bank instead of 7 per cent., the legal rate. Dearing refused 
to pay the note at maturity, alleging that the bank could not 
legally claim payment because under the New York usury law of 
18th April, 1838, the whole debt was forfeited. The note was for 
$2,000, payable one month after date, maturing sth October, 1874. 
The sum which Dearing had received from the bank was $1,981.67, 
the discount taken in advance being $18.33; which is five and 
a-half dollars more than would have been taken if the bank had 
been content with the legal interest of 7 per cent. In other words, 
the bank by charging $5.50 more than the legal interest was 
threatened with the loss of nearly $2,000, besides other penalties 
to which we will presently refer. 

Such was the defense on the part of Dearing. He acknowl- 
edged that he had borrowed the money from the bank, but denied 
that the bank could legally recover it, or claim repayment. This 
case brings out very sharply and clearly the question whether a 
National Bank is amenable to the usury laws of the State, which 
are harsh and severe, or, to the more gentle usury laws of the 
United States as laid down in the National Banking Act. 

This point has been decided in the case before us. The 
Supreme Court of the United States declares that Dearing can not 
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shelter himself behind the State law of usury so as to escape the 
repayment of the money which he borrowed from the bank. He 
is to refund the whole sum which the bank paid him. Hence 
the bank, as a penalty of usury, has incurred no loss except that 
of the interest which it took in advance upon the note. Whether 
the bank ought to receive interest from Dearing on the sum lent 
to him is a question which unfortunately the Court did not decide. 
So far as it goes, however, the ruling of the Court is perfectly 
clear and positive. It establishes the principle that no State laws 
against usury can have the least influence in controlling a National 
Bank. Our 2,000 National Banks are thus released from the con- 
flicting and uncertain penalties of the usury laws of the various 
States, and for these institutions there is but one uniform law of 
usury throughout the country. The thirtieth section of the National 
Banking Law authorizes the National Banks to take interest on 
notes discounted at the rates allowed by the laws of the State or 
Territory in which they are situated; and if no rate is thus fixed, 
then they are allowed to charge seven per cent. The penalty for 
taking a higher rate of interest is expressed in the following 
terms: “ And the knowingly taking, receiving, reserving, or charg- 
mg a rate of interest greater than aforesaid, shall be held and 
adjudged a forfeiture of the entire interest which the note, bill, or 
other evidence of debt, carries with it or which has been agreed 
to be paid thereon.” 

This is now the paramount law of the country in regard to 
usury, and by its extension to all the National Banks we have 
made a fundamental change in our usury legislation, and have 
introduced a harmonizing principle which, by the irresistible opera- 
tion of great natural laws, will bring about by degrees new and 
still more complete improvements. How much remains to be 
done in the work of usury reform may be seen from the subjoined 
table which gives a comparative view of the usury laws of the 
several States : 


USURY LAWS OF THE VARIOUS STATES, WITH THE LEGAL RATES OF INTEREST. 


Rate per cent.~ 

State. Legal. Special. Penalty of Usury. 
1 Alabama ne . Forfeiture of all interest and costs. 
None. 
None. 
None. 
None. 
Forfeiture of all interest. 
Forfeiture of contract. 
Forfeiture of contract. 
Forfeiture of all interest. 
None. 


3 Arkansas 
4 California 
5 Colorado 
6 Connecticut 


S ASRRARAR 


Land 


6 
9 Dist. of Columbia... 6 
to Florida 8 
11 Georgia 7 Forfeiture of excess of interest. 
12 Idaho(a). .......... Be si .. $300, or imprisonment six months, or both. 
13 Illinois as .. Forfeiture of all interest. 
14 Indiana ey .. Forfeiture of all interest and costs. 
15 Igwa ny .. Forfeiture of excess of interest. 

bia .. Forfeiture of excess over 12 per cent. 
17 Kentucky *s .. Forfeiture of all interest. 
18 Louisiana aie ae — of all interest. 

one. 


ESa 
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—~Rate per cent.~ 

State. Legal, Special. Penalty of Usury. 
20 Maryland............ 6 .. 6... Forfeiture of excess of interest. 
2r Massachusetts....... 6 .. ad .. None. (Six per cent. on judgments.) 
22 Michigan ........... 7 .. Io .. Forfeiture of excess of interest. 
23 Minnesota.......... 7 .. 12 .. Forfeiture of excess over 7 per cent. 
24 Mississippi.......... eo. €.. ome d 
i 6 .. 10 .. Forfeiture of all interest. 
26 Montana............ Io .. — .. None. 
a7 Nebraska........... be) 12 Forfeiture of all interest, and costs. 
oD Ee 10 d None. 
29 New Hampshire....6 .. 6 Forfeiture of three times the interest received. 
30 New Jersey......... Su % Forfeiture of all interest. 
31 New Mexico........ 45) 2 None. [months’ imprisonment. 
32 New York State (a).. 7 7 Forfeiture of principal, fine of $1,000, six 
33 North Carolina...... 6 8 Forfeiture of all interest. 
ER cawias sociamaaies 6 8 Forfeiture of excess of interest. 
gE Ree rer Io a Forfeiture of principal, interest and costs. 
36 Pennsylvania... ..... 6 6 .. Forfeiture of excess of interest. 
37 Rhode Island (4).... 6 d .. Forfeiture of interest, unless a greater rate is 
38 South Carolina...... 7 @ .. None. [contracted. 
39 Tennessee .......... 6 Io . Forfeiture of excess over 6 per cent., and 
i ee 8 @ . None. [$100 fine. 
2” Serer. 10 - a None. 
48 Vermont... «3.02525. 6 er Forfeiture of excess of interest. 
43 Verwinle ... 0.000. 6 12 .. Forfeiture of contract, penalty of twice the 
44 Washington Terr...10 d .. None. (principal. 
45 West Virginia....... 6 d .. Forfeiture of excess of interest. 
46 Wisconsin .......... 7 - . Forfeiture of all interest. 
47 Wyoming........... b ke) dad None. 

a. Usurers liable to arrest for misdemeanor. ¢. On railroad bonds only. 
6. Rate on judgments unless otherwise expressed. @. No special rates prescribed. 


It will be seen that in five States of the Union the principal 
of a usurious loan is forfeited as a penalty for charging more than 
the legal rate of interest. In all these States and Territories the 
new ruling of the United States Supreme Court will introduce a 
privilege of exemption in favor of the National Banks. These 
institutions will thus be put in a better position before the law 
than their rivals in the loan market,—the private lenders of money. 
Of course this inequality will lead to State legislation; and the 
attempt will be made to put the other lenders of money in _pos- 
session of the same privileges. This has already been done in the 
State of New York. A law was passed gth April, 1870, to place 
the State banks “on an equality with the National Banks” in 
regard to the penalties of usury. This law may be found in the 
New York Statutes of 1870, chapter 163, which enacts as follows: 


Sec. 1. Every banking association organized and doing business under and 
by virtue of the act entitled “An Act to authorize the business of Banking,” 
passed April 18, 1838, and the various acts supplementary thereto, and amend- 
atory thereof, is hereby authorized to take, receive, reserve and charge on 
every loan or discount made, or upon any note, bill of exchange, or other 
evidences of debt, interest at the rate of seven per cent. per annum, and such 
interest may be taken in advance, reckoning the days for which the note, bill, 
or other evidence of debt has to run. The knowingly taking, receiving, 
reserving or charging a rate of interest greater than aforesaid, shall be held 
and adjudged a forfeiture of the entire éztevest which the. note, bill, or other 
evidence of debt carries with it, or which has been agreed to be paid thereon, 
and in case a greater rate of interest has been paid, the person or pefsons 
paying the same, or their legal representatives, may recover back twice the 
amonnt of the interest thus paid from the association taking or receiving the 
same, provided that such action is commenced within two years from the time 
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the said excess of interest is taken. But the purchase, discount or sale of a 
bond fide bill of exchange, note, or other evidence of debt, payable at another 
place than the place of such purchase, discount or sale, at not more than the 
current rate of exchange for sight drafts, or a reasonable charge for collecting 
the same, in addition to the interest, shall not be considered as taking or 
receiving a greater rate of interest than seven per cent. per annum. 

Sec. 2. It is hereby declared that the true intent and meaning of this act 
is to place the banking associations organized and doing business as aforesaid 
on an equality in the particulars in this act referred to, with the national banks 
organized under the act of Congress entitled “An Act to provide a national 
currency, secured by a pledge of United States bonds, and to provide for the 
circulation and redemption thereof,” approved June 3, 1864. And all acts and 
parts of acts inconsistent with the provisions hereof, are hereby repealed. 

Sec. 3. This act shall take effect immediately. 

From this statute we see that in New York the State banks 
are placed in the same position as the National banks in regard 
to usury. Hence, it follows that our banks, both National and 
State, incur no penalties for usury except the forfeiture of interest 
as prescribed in the National Banking Law. The old usury pen- 
alties in this State cannot long survive. The present interpre- 
tation of the usury statistics by the U. S. Supreme Court will be 
followed, no doubt, by the passage of a further act extending to 
private bankers and lenders of money in New York the same 
privilege which is now enjoyed by the State and National 
Banks alone. That such a law has now become inevitable 
is proved by the fact that one-fourth of the money lent on mer- 
cantile securities in this State is lent by private citizens, and not 
by banks. If one of these private citizens had discounted Dear- 
ing’s note in the case we are now discussing, the lender, as 
a penalty for charging $5.50 more than the legal rate, would 
have lost his $2,000, which would have been transferred to the 
pockets of Dearing without any consideration whatever. Nor is 
this all; the lender would have been liable to go to prison for 
six months, and to be fined $1,000 also. So long as such a bar- 
barous law as this remains upon the statute book, and applies 
to one-fourth of the capital which changes hands in this 
State between borrower and lender, our usury laws will not only 
fail to merit the encomiums which are sometimes lavished upon 
them abroad, but they will continue to inflict secret but vital 
injuries upon our commercial, agricultural, and manufacturing 
industry. For this reason, as well as for many others, we expect 
that not only i@ New York, but in all the other commercial 
States of the Ynion, the Legislatures will pass such laws as will 
put an end to the evils of our conflicting, antiquated; and mis- 
chievous legislation on usury. It is one of the most conspicuous 
benefits conferred on the country by this adjudication of the 
Supreme Court that we shall now enjoy throughout the whole of 
the United States the important advantages for commercial growth 
and industrial prosperity, which are always developed by an 
enlightened and uniform usury law. 

Two objections have been urged against the National Bank 
usury law, which, as we have seen, is now paramount in the whole 
United States. First, it is argued that borrowers need protection 
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from the rapacity of lenders, and that to repeal the penalties of 
usury is to place the weak borrower into the hands of his 
oppressor, the greedy lender, who will charge as much as he 
chooses. This is an old objection, and we have no doubt that 
in former times there was some truth in it. In these days of 
telegraphs, steam locomotion, and universal progress, the medieval 
remedies for the maladies of commerce and trade are no longer 
needed. They are both antiquated and mischievous. When the 
usury laws were repealed in England, in 1854, no sinister conse- 
quences followed. ‘The effects of the repeal were popular and bene- 
ficial. The same may be said of the effects of the repeal of usury 
penalties in this country, as we have frequently shown. The evi- 
dence of facts, therefore, as well as that of scientific principles are 
arrayed in favor of the repeal of usury penalties. 

But this brings us to another objection, namely, that the 
decision of the Supreme Court gives force to a law which will 
not repeal, but will only modify the existing penalty against usury. 
If our readers will carefully examine the table given above, they 
will see that there is considerable force in this argument, and that 
in some part of the United States, as in Kansas for example, the 
usury laws of the State are more liberal than even those of the 
National Banking Law. All that this proves, however, is, that 
great as are the advantages of the step just taken for the har- 
monizing of the usury legislation of this country, there are further 
reforms to be made in the future. What these reforms are, and 
what are some of the reasons for them, we shall show next month 
in an article on Foreign Usury Restrictions and their Repeal. 





—————_————— 


DESTRUCTION OF CAPITAL BY FAILURES. 


In connection with the growth of capital, it is an interesting 
problem, which has long tasked the ingenuity of economists, how 
much of the wealth of modern commercial nations is annually 
destroyed by mercantile failures. Subordinate to this question 
there is another of more practical importance, namely, what pro- 
portion of the failures every year arise from defects of the 
financial system and from causes for which the insolvents are not 
to blame? In Belgium, a statistical report has just been pub-. 
lished which attempts to give a partial answer 4 this question. 
By what means the data were obtained, we are not informed; 
but the result of the investigation is said to demonstrate the fact 
that two-thirds of the failures in Belgium last year were traceable 
to causes beyond the control of the insolvent firms and individ- 
uals. The report extends over no more than a single year, and 
the statistics are, therefore, of less value than if they were the 
result of several years of observation. Moreover, the disturbed 
state of business in Europe since the Franco-German war, and the 
financial excitement due to the transfer to Germany of such vast 
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masses of capital, have developed a spirit of wild speculation 
which must have added greatly to the risks of mercantile transac- 
tions and industrial enterprise. Still the Belgian report has 
attracted much attention, and it will lead, we trust, to an effort 
on the part of other countries to collect more complete and trust- 
worthy statistics in reference to the number of failures which 
annually take place, the aggregate liabilities involved, the divi- 
dends paid to creditors, the causes of insolvency, and the methods 
by which legislation may interpose to reduce the frequency of 
such failures as arise from causes over which insolvents themselves 
have no control. If the German and English economists who 
waste so much learning and ingenuity in the discussion of the 
labor question would turn their attention to the more useful and 
more practical questions here suggested, they would confer a 
greater service upon the community, and would give more aid 
towards solving the labor question itself; for every insolvency of 
an industrial firm throws laborers out of work. If, then, we can 
prevent the former class of evils, we avert the latter. If we can 
sustain the employers of labor, and keep them from being ruined 
by preventable failures, we shall confer a benefit on the workmen 
whom they employ. 

Among the questions suggested above for investigation and dis- 
cussion is the amount of the average dividend which is yielded 
by the insolvent firms in various countries. Some time ago we 
made various inquiries on this subject, but we found very few relia- 
ble statements accessible to the public. The general impression, how- 
ever, seems to be that on the average in this country the estates 
of bankrupt firms would produce, if faithfully administered, about 
twenty-five to thirty per cent. This is perhaps too large an esti- 
mate, but, in the absence of more trustworthy figures, it has been 
made the basis of an ingenious proposition, to extend the principle 
of insurance to bad debts. The calculation has been made that a 
small insurance premium of about half per cent., or less, of the 
whole of the transactions of the country would raise a fund sufficient 
to insure the subscribers against all losses by the insolvency of their 
customers. ‘The idea is certainly an original one. If it could be 
carried out it would be of much service to the mercantile and 
industrial growth of the country. But there are obvious difficulties 
in the way. Such an organization could not be carried on with- 
out some means of publicity which would present adequate checks 
upon dishonesty and fraud. Its success would demand a high 
state of moral integrity in the community, and it would tend to 
cultivate such integrity by rewarding and prospering it. The diffi- 
culties, great as they are, may not seem insurmountable here- 
after. The progress of society may gradually help to realize 
this scheme, or something better of a similar kind. Greater obsta- 
cles have been surmounted in other departments of human effort 
and social progress. Such at least is the opinion of the advo- 
cates of this new project. What is certain is that if the system 
of insurance against the losses by industrial failures were made 
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familiar to the public mind, a powerful impulse would be given to 
all those investigations which have a tendency to throw light on 
the causes of such failures, and on the means of preventing that 
portion of those evils which is preventable. It is said that the 
establishment of life insurance companies has had much to do 
with those hygienic improvements by which modern nations have 
checked the ravages of epidemic and other diseases formerly so 
mortal, and have lengthened the average life of mankind. It will 
certainly be a great boon to human progress if in the sphere of 
industry an analogous benefit can be secured, and if an im- 
pulse can thus be given to the moral forces by which society 
protects itself from the destruction of capital which annually takes 
place here and in Europe from mercantile failures. It has been 
suggested that our Bureau of Statistics at Washington might do 
good service by compiling accurate, full statistics on the subject 
of failures at home and abroad, and digesting them in such a 
form as to be of service not only to the mercantile and banking 
community, but to economists and legislators here and in Europe. 

In view of the recent heavy failures in Great Britain, it will be 
instructive to compare the insolvencies of England with those of 
other nations. Soon, it is hoped, the reports will be published in 
a form admitting of this comparison. From a paper by Mr. J. W. 
Bovill read before the London Statistical Society, we take the fol- 
lowing facts, which will serve to give our readers some definite in- 
formation as to this important subject. 

“The proceedings in the Court of Bankruptcy possess para- 
mount general interest, as a direct index of the prosperous or 
adverse circumstances of the community; but they also possess a 
peculiar interest, which attaches to a tribunal constituted, not for 
the determination of rights between litigating parties (though these 
are dealt with when they accidently arise), but primarily and 
almost exclusively for the collection of the assets of bankrupts, 
and division of them among their creditors; and it is an interest- 
ing and important question, how far these objects are attained. 

“The number of adjudications for the year 1865 were— 


On petition of a creditot....<.....-cccsccsscccsess 769 

” OO GOING oo inca cose csccssicccecs 5,937 
By registrars at the prisons...........---+. ----- 1,091 
On petitions in formd pauperis.....-.+-----+----- 500 


« judgment-debtor summons..........-..------- 





8,305 

“The total number shows an increase of 981, or 13°3 per cent., 
as compared with the total for 1864, but is less by 165 than the 
number in 1863; the increase in 1865 above the number in the 
preceding year extends to each form of procedure, except judg- 
ment-debtor summonses. In the number of adjudications on peti- 
tion of a creditor, it amounts to 174, or 29°2 per cent.; on peti- 
tion of the debtor, to 677, or 12°8 per cent.; in the number by 
registrars at the prisons, to 187, or 20°6 per cent.; in the number 
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on petitions in formdé pauperis, to 44, or 9°6 per cent. In 1864 
there were nine adjudications on judgment-debtor summonses. It 
extends also to each of the courts, amounting for the London 
court to 742, or 32°1 yer cent.; for the county district courts, to 
155, Or 10 per cent.; and for the county courts, to 184, or 5°4 
per cent. 

“One cannot but be struck at the large proportion, 5,975, or 
nearly two-thirds of the whole of those adjudications, being at the 
instance of the debtors themselves, a circumstance tending strongly 
to the conclusion, which appears to be borne out by the other 
returns in relation to the subject, that far too easy an opportunity 
of escape from obligations is afforded by fraudulent and collusive 
resort to the court of bankruptcy. 

“The number of adjudications in 1865 in which— 

The debts of the bankrupt exceeded £300 was 

Where they did not exceed £300 
the former being 44°9 per cent., the latter 55:1 per cent. of the 
whole. 

“The total amount of the debts due from the estates of the 
bankrupts does not appear in the return. This would have been 
an item of interest for comparison with the following table of the 
total amount of the gross produce realized from the estates of 
bankrupts in the year 1865 :— 


Amount realized by crcditors’ assignees £524,487 
official 
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And with the number of cases in viniite a dividend was made, 
and in which there was no dividend, which are as follows :— 
Number of cases in which a dividend was made.......--- 1,639 
In which there was no dividend 
“The cases in which there was no dividend being 72 per cent., 
or nearly two-thirds of the whole. And with the following table, 
showing the rates in the pound at which dividends were made, 
and of the proportion per cent. of the number at each rate to the 
whole :— 
Cases in which the dividend was Number. 
Under 2s. 6d. in the pound 861 


2s. Gd. and Under §8. ....... .c00s.ss0 381 
WE conic cnee neue 
85 


62 
15 
35 
Showing that in 1,442 cases, or nearly nine- waits of the whole, 
the dividends were under 7s. 6d. in the pound. 
“The number of discharges granted, suspended or refused, are 
as under :— 
MINED on capd concccas coscieenees soeeaseanale a---- 6,076 


Suspended 
Refused Sst aeeeelcemaacany aa 


Rate per cent. 
to 
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“The totals are, respectively, to the number of adjudications 
made during the year, in the proportions of 73°2, 4°8, and 1°3 per 
cent., 20°7 per cent. of the number of adjudications remaining. 
In the preceding year the discharges granted, suspended, and 
refused, were respectively in the proportions of 73°8, 4°3, and ov1 
per cent. to the total number of adjudications; in 1862, 62°6, 5.41, 
and 1°6—a further instance of the facility of escape from liability 
afforded by the Court of Bankruptcy.” 

It is not surprising that dissatisfaction exists in the mercantile 
community at such results as these. It may well be expected 
that under such circumstances resort should be had to other modes 
of winding-up insolvent estates. In the year 1865, as Mr. Bovill 
states, “the total number of trust-deeds was 5,204, being an in- 
crease of 1,600, or 44 per cent., on the number of the preceding 
year. Of these, 2,733 were deeds of assignment, 2,344 deeds of 
composition, and 127 deeds of inspectorship.” The discouraging 
experience of the English mercantile community in dealing with 
insolvency by the present system is very suggestive. It should 
stimulate the work of prevention, if indeed such a work is possible 
of accomplishment. 


ed 


THE POWERS OF BANK EXAMINERS. 


One of the special safeguards of our National Banking System 
depends on its arrangements for publicity. These are of two kinds. 
First, every National Bank has to publish in the newspapers at 
stated periods a report of its condition. Secondly, each bank has 
to send to the Comptroller of the Currency a sworn statement of 
its condition, and that officer is expected to send an examiner to 
go through the books of every National Bank once a year, or 
oftener if he may deem it necessary. These various arrangements 
for publicity were looked upon with some suspicion when first 
proposed, but they have worked well and some of them are being 
adopted abroad, especially in Italy and in Germany. The following 
is the section of the National banking law prescribing the duties 
of the bank examiners: 

Sec. 54. And be it further enacted, That the Comptroller of the 
Currency, with the approbation of the Secretary of the Treasury, 
as often as shall be deemed necessary or proper, shall appoint a 
suitable person or persons to make an examination of the affairs 
of every banking association; which person shall not be a director 
or other officer in any association whose affairs he shall be 
appointed to examine, and who shall have power to make a thor- 
ough examination into all the affairs of the association, and, in 
doing so, to examine any of the officers and agents thereof on 
oath; and shall make a full and detailed report of the condition 
of the association to the Comptroller. And the association shall 
not be subject to any other visitorial powers than such as are 
authorized by this act, except such as are vested in the several 
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courts of law and chancery. And every person appointed to make 
such examination shall receive for his services at the rate of five 
dollars for each day by him employed in such examination, and 
two dollars for every twenty-five miles he shall necessarily travel 
in the performance of his duty, which shall be paid by the asso- 
ciationgby him examined. 

In the annual reports of the Comptroller of the Currency more 
prominence might very properly be given to the work of the 
examiners, on whose efficiency so much depends. The functions 
of these officers are twofold. ‘They have to prevent bad banking, 
and they should also detect abuses and bring them speedily to 
light when they have occurred. The benefits which in both these 
ways have been conferred on the banking community, during the 
last ten years, are past computing. It has been affirmed that the 
singular exemption of the National Banking system from many of 
the evils of former systems of banking, in this country, has arisen 
to a large extent from the effective arrangements for publicity, of 
which the bank examiners form so conspicuous a part. These 
advantages would be more appreciated by the general public if 
the Comptroller would give an account of the work of the 
examiners in his reports, whose very purpose is to give to Con- 
gress, and to the country, a full statement of everything that is 
distinctive of our banking system, or able to throw light on the 
efficiency of its management and the benefits it secures to the 
country. 

Another reason for exacting this information from the Comp- 
troller is, that the relative efficiency of the various examiners would 
be brought to light, and the working of the system generally 
would be improved. It is particularly important that the number 
of ordinary examinations should be put on record which each 
examiner makes, and the number of extraordinary examinations. 
The ordinary examination is made, as we have said, once a year. 
But extraordinary examinations are obviously called for whenever 
a bank falls into irregularities. When a bank fails it usually comes 
to light that, for months or perhaps for years, the examiners have 
reported unfavorably of its condition, and that some correspondence 
has passed with the Comptroller’s office. But the complaint has been 
made that the Comptroller and his examiners have been too slow in 
following up their investigations. This has been the case in some 
of the recent failures of National Banks in various parts of the 
country. Such complaints, if unjust, would be the more easily shown 
to be so by the reports which we are recommending. In this city, 
and in the great centers of business, the Clearing-House arrange- 
ments of the banks keep up so constant a communication between 
the various institutions that bad banking is soon detected, And yet, 
notwithstanding this fact, several banks have succeeded in conceal- 
ing their position for years, although their capital and their solvency 
had been seriously impaired. In the country districts the case is 
worse still, as Clearing-House facilities do not exist for keeping a 
check upon the banks. It follows that in these districts the bank 
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examiners should be more alert, and the Comptroller will do well 
to devote a great deal of his time and attention during the com- 
ing year to the improvement of the organization of this important 
part of his work. We are approaching a very critical period in 
the development of our National Banking system, and its machinery 
will be put to a severer strain than at any time since it fas first 
established. It is, therefore, of importance that every part of its pre- 
ventive service should be brought to the highest state of efficiency. 

We observe in some of the Western papers a controversy which 
illustrates the importance of bank examinations. A defaulting 
cashier committed suicide on the discovery of his defalcation 
through the efforts of the bank examiner. The directors had been 
very negligent, and, as country bank officers will sometimes do, 
they left the whole management of the bank to their cashier, who 
had thus abundant means of robbing the bank and of concealing 
his fraud. When the Comptroller wrote to the Board of Directors, 
the cashier concealed the fact from the directors; but when the 
Comptroller sent his examiner to make a special investigation in 
presence of the officers, and to examine them personally, conceal- 
ment was at an end, and the adroit cashier was stopped from 
committing further depredations. It is the opinion of men of 
experience that if bank examiners do their duty, such defalcations 
as this could not possibly continue many months, and that the 
certainty of swift detection would go far to prevent them alto- 
gether. 


—————_—= 


REAL ESTATE, CREDIT, AND CAPITAL. 


BY GEORGE R. GIBSON.* 


“Trade,” says Lord Chatham, “increases the wealth and glory 
of a country, but its real strength and stamina are to be looked 
for among the cultivators of the soil.” It has been generally con- 
ceded as an axiom of political science that those nations which 
promote and encourage the sub-division of the soil, by the great- 
est freedom in the purchase and alienation of land, are likely to 
attain the highest agricultural development. Our Government as 
concerns its land policy has pursued an enlightened course. The 
results are revealed to us in the Census reports. 

A comparison of these reports for the last thirty years will dis- 
cover how progressive have been our agricultural industries within 
that time. 1. The statistics show that in 1850 there were a mill- 
ion and a half of land-owners in the United States; in 1860 over 
two millions; and notwithstanding the large withdrawal.of our 
population in the civil war, there were in 1870 over two and one- 
half million land-owners, and the number by the first of January, 

*We have been obliged to slightly abridge this essay, to bring it within our limits. Its 
writer speaks after ample experience in the West as a financial agent. We intend at an 


early day to follow up the important subject on which it treats by a historical and critical 
account of the Crédit Foncier Institutions of Europe. 
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1876, will undoubtedly be three millions. The significance of 
these figures appears when we remember that there are but thirty 
thousand land-owners in England. 2. Instead of the consolida- 
tion of our property into immense estates, which writers agree 
retards agricultural development in England, the preponderating 
class of farms in our country averages from twenty to fifty acres. 
3. The very large volume of our products, and its rapidly increas- 
ing ratio of growth, are exhibited in the table of returns of cereals. 
The production was: In 1840, 615,525,302 bushels; in 1850, 867,- 
453,967 bushels; in 1860, 1,239,039,945 bushels; in 1870, 1,629,- 
027,600 bushels. That the soil is the ultimate basis of wealth, 
and that its tillers constitute the bone and sinew of a country, 
both in time of war and in time of peace, is verified by the reason 
and experience of men. Every man who possesses a foot of soil 
is personally bound up and interested in the national strength 
and prosperity; and when revenues are to be raised, and heavy 
blows are to be struck to preserve a nation’s life or honor, the 
sturdy yeomanry of the land are its firmest reliance. 

The United States is preéminently an agricultural nation, but 
the chief seat and center of it, agriculturally as well as geograph- 
ically, is the Mississippi Valley. Statistics show that the aggregate 
crop of cereals in 1872 was 1,656,198,100 bushels. Of this, the 
States of Michigan, Minnesota, Iowa, Missouri, Kansas, Nebraska, 
Illinois, and Indiana alone produced 1,028,987,300 bushels, or 62 
per cent. of the grain product of the United States that year. 
If to this be added the yield in the lower Mississippi States, nota- 
bly Texas, Tennessee, and Kentucky, it will be seen that more 
than three-fourths of the total grain crop of the United States is 
produced in the basin of the Mississippi. The energies of the 
whole population in this region are devoted to agriculture, whereas 
those of other sections are given to manufacturing and trading. 

That the National land policy has been beneficent admits of no 
doubt, but it is held that the National fiscal legislation has mili- 
tated against the landed interest in some respects and neglected it 
in others. This and similar questions are the basis of the currency 
agitation of the West. We cannot believe that the advocacy of 
the vagaries of paper money arises from any strong predilection 
entertained by Western people in favor of such theories. It re- 
sults from a feeling which unconsciously and involuntarily per- 
vades Western communities, that something in the social organism 
bears heavily upon them. Their clamors for free banking were 
followed by its adoption. This modification of the National Bank- 
ing law did not bring an increase of the circulating medium, 
showing conclusively to all, what many knew before, that trade 
did not require any more money in general circulation. 

As this scheme could not afford relief, many of its friends turned 
to the advocacy of an increased issue, by Government, of the pres- 
ent irredeemable and inconvertible legal-tender currency. But 
whatever men’s views may be on the question of specie payments, 
those who are honest, who read history, and reason closely, must 
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confess that any arbitrary inflation in a time of profound peace 
would but inaugatrate another era of speculation, over-valuations 
and over-trading, and would involve us almost inextricably in the 
meshes of National dishonor, repudiation and bankruptcy. We 
cannot believe that any good could come permanently to any 
class, debtor or creditor, commercial or agricultural, by such a 
course, denounced, as it is, by the lessons of history and by the pre- 
cepts of reason. If the country were flooded with paper promises 
to pay, the farmer could obtain no greater proportional share un- 
less his credit—the credit of his land—were enhanced. Under the 
régime of an inflated paper currency, investors would completely cut 
off their present favors, for long loans might be paid in a still 
more depreciated currency. ‘This, then, is the key to the whole 
problem. What the Western and Southern land-owners require is 
not more currency in general circulation, but greater facilities for 
borrowing upon their farm lands. 

Our conviction, based upon considerable experience and investi- 
gation, is, that the movable and loanable property of the country 
has not offered the assistance to the real estate interest which it 
has furnished to the interests of manufacturing, mining and trad- 
ing. Whilst railroad corporations have been able to float 2,230 
millions of their obligations having 20 to 40 years to run; whilst 
the States, cities and municipalities have issued hundreds of mill- 
ions of bonds and drawn largely upon their future resources in 
order to sustain and develop themselves; whilst mining and indus- 
trial companies have disposed of their shares to a very large 
extent, and whilst merchants, manufacturers and traders generally 
have pledged their credit and properties to obtain large accomo- 
dations at banks, the real estate interest, the most solid and in- 
destructible of all, has only been able to secure an advance of 
4 per cent. on its estimated value! 

Land can pass through the convulsions of politics and society, 
and resist the inroads and destructiveness of war, with less dimi- 
nution in value, than any other species of property. And this 
high character of landed security, coupled with the fact that in 
the most elaborately organized societies of the Continent, land 
claims its fair proportion of credit, indicates to us that through 
either carelessness or design the monetary organism of the United 
States is defective as it relates to real property. 

If we are asked to specify some instances where agricultural 
interests have not been provided for, we reply that the National 
banking system cannot, either by its nature or by the law of its 
organization, afford that aid and accommodation to the farming 
and planting interests which necessity renders almost imperative. 
We do not insist upon the abolition of National banks for this 
reason, for they, or banks of some description, perform invaluable 
services to society; we merely contend that their sphere is not 
co-extensive with the diversified wants of the nation. A glance 
at our country discloses the fact that it may be divided by sec- 
tional lines, the wealth of the West and South consisting princi- 
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pally of land or fixed capital, whereas that of the East is more 
varied, and consists partly of movable property of different kinds, 
such as merchandise, stocks, bonds, and money. The property 
and wealth of a Western farmer, composed as it is of land and 
immovable property, is naturally the security which he offers to 
secure monetary accommodation. And here appears the injustice 
of which we treat. The National Bank Act prohibits banks 
organized under it from accepting such security. The farmer’s 
security, as safe and sure as the solid earth itself, he offers in vain 
to hypothecate for a loan, whilst the merchant or trader with a 
paper collateral, some evidence of debt, perhaps, is able to secure 
all the accommodation desired. It is a characteristic of banks in 
general that as long as they bank principally upon demand 
deposits they are unfitted and unable to meet the requirements of 
a farming population, who want to raise money on bond and 
mortgage or by long loans on landed security. 

A considerable period elapses between seed-time and harvest, 
during which the farmer or planter is constantly adding an expend- 
iture of time, labor, and money. Again, prudent farmers do not 
desire to precipitate their products upon the market the moment 
they are fitted for it, lest it should be glutted, and prices should 
decline. Moreover, the high freight tariffs, averaging 5014 cents 
per bushel, from the Mississippi to New York, deter many from 
selling their bulky products, and incline them to the purchase of 
live stock. These operations sometimes extend over long periods 
of time, and require the most positive assurance of a constant 
supply of vast sums of money. Banks of discount cannot extend 
accommodations for such a length of time, and can only approxi- 
mate to the farmer’s wants by repeated extensions or renewals. 
But the fluctuating nature of deposits, and the sensitiveness of 
confidence, may force them suddenly to withdraw this accommo- 
dation. Such a result must necessarily be disastrous to the 
farmer; and loss or ruin would be inevitable if the unexpected 
demand upon him were pressed at a critical time. 

The great accumulations of capital in the insurance companies 
and savings banks in New England, furnishing a large reservoir 
of loanable money, supply the limited wants of their land-owners. 
The usages of some States restrict most of their savings banks 
to real estate loans in the State in which they are located. 
The Western land-owners must trust to the present cumbrous 
method of transferring private capital from the East to the West, 
which is tedious, uncertain, and expensive. Doubtless, however, 
they have derived a great benefit at the hands of institutions sup- 
plying them with Eastern loans. Manifestly the great want of the 
West and South to-day, is the introduction of some new institu- 
tions especially adapted to their wants. 

What should be the nature of such organizations? Should we 
establish Land Banks of issue or Land Credit Companies? Of the 
former, it is enough to say that they issue currency, directly or 
indirectly, upon landed security. Their advocates in former times 
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did not distingush the vast difference between credit and currency, 
and they enthusiastically supported the establishment of Land 
Banks of issue. Their assumption was, that the “ paper issues 
could never be in excess so long as property remained in the 
banks’ hands sufficient to represent and sustain them.” Their prem- 
ises being false, their conclusions were necessarily erroneous. 
With proper restrictions, currency based upon land would be emi- 
nently safe, so far as concerns its ultimate security, but it would 
not subserve the purpose of a money basis, for the simple reason 
that it lacks the important element of instant convertibility. More- 
over, there is no necessary connection between the quantity and 
value of the land of a country and the volume of money necessary 
to perform its exchanges. The notorious John Law, whose extrav- 
agant operations are familiar to all, gave an impetus to the doc- 
trine of the utility and desirability of Land Bank issues. His 
Utopian scheme, when tested in the crucible of practical experi- 
ence, betrayed the folly and sophistry of such propositions. 

The errors of this school of thinkers were fully manifested by 
the extraordinary issue of assignats during the French Revolution. 
The story of these Government issues, redeemable in the confis- 
cated estates of the Church, and the confusion of values and 
exchanges incident to their issue, form one of the most dramatic 
and instructive warning chapters in history. The doctrine of the 
currency of land, though occasionally revived, is now generally 
repudiated. Unquestionably, the great desideratum now is to 
enhance the credit of land by providing facilities for land-owners 
to obtain money upon landed security at favorable rates, coupled 
with power in the hands of the loaning corporation to mobilize 
the capital thus invested in mortgages. The abundant success of 
the Credit Foncier de France, and of other European Land Credit 
Companies, warrants us in favoring their trial in this country. 
Though they differ in some particulars, the general plan of such 
companies is, first an organization under the sanction of the Gov- 
ernment, which invests them with special privileges and limitations 
and authorizes them to begin business with a specified capital. 
This capital is invested in mortgages bearing a fixed rate of inter- 
est. Thereupon they borrow money upon their own bonds, based 
upon their capital and their fund of mortgages, the companies’ 
bond bearing a lower rate of interest than that received from the 
mortgage investments. This difference between the rate at which 
the institution borrows and the rate at which it lends constitutes 
its profits for conducting the negotiation and pledging its capital 
as additional security. The fact that the institution is under Gov- 
ernment patronage, and subject to examination, endows it with an 
ability to negotiate its bonds with greater rapidity, and upon more 
favorable terms generally than individuals, though the latter may 
offer as valuable securities. The purchaser of the bonds of the 
institution looks to the mass of mortgaged properties as a policy- 
holder of a life insurance company looks to the aggregate assets 
of the company out of which he is eventually to be paid. 
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The high credit enjoyed by the bonds of the European com- 
panies formed on this model, encourages us to believe that such 
stitutions could be successfully transplanted to our soil. It has 
- been stated that in France land-bonds bearing 5 per cent. interest 
sold in 1872 at higher prices than Government issues of the same 
interest rate, and their standing in the money markets of the Conti- 
nent is unsurpassed. The Crédit Foncier had outstanding in 1870, 
$250,000,000 in bonds, which had been issued directly to the 
borrower in exchange for his mortgage. Under this arrangement 
the borrower negotiates the company’s bonds, his only expense 
being a small annual commission paid to the company to remu- 
nerate it for its responsibility. It is the more common practice, 
however, for European Land Credit Companies to issue and 
negotiate their own securities at a rate lower than that received 
from borrowers. To demonstrate the need of similar institutions 
of land credit, several Mortgage Companies have been organized 
in this country. But their remoteness from the sections in which 
they loan, and their policy of loaning almost exclusively on city 
real estate, have rendered their existence almost unknown and 
their influence unfelt among landed proprietors. 

The editor of Zhe Financial Chronicle instances the case of a 
British capitalist who complains that there is no provision for 
obtaining trustworthy facilities for making investments in real 
estate loans in this country. This is but a straw indicating the 
direction in which the wind blows since the terrible gale of 1873 
unsettled the foundations of so many species of investment. We 
may be assured that there would be a large demand for the obli- 
gations of Land Credit Companies, founded on these general 
principles, and that their profits would insure their rapid growth, 
especially if, as has been proposed, they could be organized under 
some general law of Congress which would give them the Prestige 
now enjoyed by National banks of deposit, discount, and issue. 

Let us next proceed to demonstrate their utility to the farmer. 
It may be contended that a greater facility in obtaining money 
upon mortgage would lead to extravagance and a perilous increase 
of debt; but if the facility in creating the debt is accompanied by 
an equal facility in its recovery by the creditor, there is no more 
reason to apprehend prodigality than in any of the transactions of 
commerce. Economists agree that increased marketability of any 
commodity increases its value, and that greater rapidity and ease 
in exchanging an article for money also largely enhances its value. 
Land is amenable to the same economic law. 

The land-bond would give that rapid negotiability to land and 
that “ play” of capital which is so much sought after. It would 
solve the long-vexed question of giving currency to land in a 
manner far more satisfactory than a Land Bank possibly could do. 
It would invest land with those attributes which were supposed 
to be monopolized by movable property. It would enable the 
farmer to mobilize his land, to bring it under the operation of 
those economic and commercial laws which have met such deter- 
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mined resistance in the inflexible and inconvertible nature of land. 
It would enable the farmer to capitalize his lands, and thus 
improve them, deriving a sufficient additional income from such 
improvements to pay the interest, and gradually retire the princi- 
pal. It would make the farmer independent of the necessities of 
forced or hurried sales, and would emancipate him from the 
oppressiveness of unwieldy and non-circulating capital. It would 
diminish, in some respects, the inconvenience of land as an invest- 
ment, and it would make investments in real estate a formidable 
competitor with other species of property for favors at the hands of 
the capitalist. Land Credit Companies would give the Western 
and Southern land-owner a speedy and cheap means of borrowing 
the capital of Europe and the Eastern States. Such organizations, 
under enlightened, honest management, would reflect honor on our 
financial statesmanship, would give relief to the agricultural classes, 
and would by degrees attract the confidence of investors all over 
the world. 
Mattoon, ILL., November, 1875. Gc. &. G. 


——————— 


THE TAXES ON BANK CAPITAL. 


The report of the Commissioner of Internal Revenue contains 
some remarks upon the taxation of the capital and deposits of 
banks, bankers, and brokers. It is to be desired that Congress 
would exempt both the capital and the deposits of all banks from 
every form of taxation. The only proper subject of a special tax 
on banks is their circulation. How much per cent. upon the cir- 
culating notes our banks are able to bear is a question which has 
been much disputed. But certainly the special taxes on banks 
should be levied on nothing else. This fiscal principle has long 
been recognized by the commercial nations of Europe, in none 
of which are the banks burdened with any such taxes on their 
capital or their deposits. In the subjoined extract from his report 
the Commissioner of Internal Revenue at Washington does not 
recognize this fundamental principle, but he offers some interesting 
illustrations of it. He says: 

“ National Banks pay taxes to the Treasurer of the United 
States in the months of January and July of one-half of one per 
cent. each half-year upon their deposits, and the same rate each 
half-year on the average amount of their capital stock beyond the 
amount invested in United States bonds. These taxes are col- 
lected by the Treasurer, and constitute no part of the internal 
revenue. Since the organization of National Banks the amount 
realized from these sources up to the close of the last fiscal year 
has been $64,989,376.46. The amount realized during the last 
fiscal year was $7,270,758.40. The amount paid by the National 
Banks on deposits alone during the period of their existence up 
to June 30, 1875, is $30,018,028.12, while the amount paid dur- 
ing the last fiscal year is $3,427,576.31. Other taxes on banks 
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and bankers, not National, are collected under the Internal Reve- 
nue laws. The persons, firms, and institutions thus taxed embrace 
every incorporated or other bank, and every person, firm, or com- 
pany having a place of business where credits are opened by the 
deposit or collection of money or currency subject to be paid or 
remitted upon draft, check, or order, or where money is advanced 
or loaned on stocks, bonds, bullion, bills of exchange, or promis- 
sory notes are received for discount or for sale. These taxes con- 
sist of one-twenty-fourth of one per cent. each month on the cap- 
ital employed by these banks and bankers, beyond the average 
amount invested in United States bonds; of one-twelfth of one 
per cent. each month upon the average amount of circulation 
issued by them, and an additional tax of one-sixth of one per 
cent. each month upon the average amount of such circulation 
issued beyond the amount of ninety per cent. of the capital of 
the bank, association, company, or person. 

“ By the existing laws the deposits in savings banks made by 
any one person are not liable to tax unless they exceed $2,000, 
and this exemption, instead of being confined to savings banks 
having no capital stock and doing no banking business, is now, 
by recent legislation, extended to classes of institutions bearing 
kindred names, having capital stock and making dividends. The 
fruits of this legislation are shown in a table appended to the 
report, from which it appears that the average amount of capital 
held by these banks and brokers (not National), in May, 1875, 
was $200,316,098; that the average amount of their deposits in 
the same month was $1,346,014,813; that the total capital and 
deposits in the same month were $1,546,330,911, while the 
amount of the taxable capital and deposits of these banks and 
bankers during said two months was only $780,494.76, or little 
more than three-fourths of a million of dollars, while the amount 
of actual capital and deposits of these same institutions was, in 
round numbers, $1,546,000,000. ‘The table shows this taxation is 
distributed very unequally among the States. The city of New- 
York, possessing taxable capital and deposits $50,000,000 less 
than Maine, New-Hampshire, Vermont, Massachusetts, and Con- 
necticut combined, pays a tax three times as great as these 
States. If deposits in these so-called savings institutions are 
thought a proper subject for exemption from taxation where they 
are employed with such profitable results, it were better to return 
to the rule adopted by Congress in 1866, where deposits made 
by any one person in excess of $500 were subjected to taxation.” 

We regret to find our Commissioner of Internal Revenue pro- 
posing to renew so mischievous and unpopular a tax as that 
on savings bank deposits. Those of our readers who have an 
accurate acquaintance with the interior working of these institu- 
tions know that it is with the utmost difficulty that many of them 
can pay interest on their deposits at the present rates allowed to 
depositors. A better remedy for the evils referred to would be the 
repeal of the tax on banking capital and deposits altogether. 
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OLD AND NEW FLUCTUATIONS IN GOLD. 
No. 3. 


Two great questions have been started in regard to the fluc- 
tuations of the precious metals in value; first, what changes will 
these fluctuations produce in international coinage and in the rela- 
tive prices of commodities; and, secondly, what are the controlling 
causes of these fluctuations in the relative value of gold. Among 
these causes we find that the extent to which the enlarged sup- 
ply yielded by the mines at different periods has been coined into 
money, occupies, of course, a prominent place. Some aspects of 
his second question are discussed by a well-informed writer in 
Blackwood’s Magazine, from whose article we condense the sub- 
joined extracts: 

Where are now the vast hoards that history talks about ? 
Where are the golden stores of Croesus, Solomon, Cyrus, and 
Sesostris? Where is the treasure which Shah Nadir conquered 
from the Great Mogul? Where are all the heaps of metal that 
have been sifted out from river-beds and dug from mines? The 
present Western world has certainly not got them—they exist in 
no place that we know of; and though we may suppose that a 
goodly portion of them has been hidden under ground, and there 
forgotten, and that another fraction is lying at the bottom of “the 
greedy sea,” those two explanations seem scarcely sufficient to 
account for the disappearance of so many of the much-loved mill- 
ions that mankind has successively possessed. 

A Russian gentleman named Narces Tarassenko-Otreschkoff 
has written an odd book about gold and silver, has given in it a 
variety of laborious calculations, and has deduced from them, with 
curious inventiveness, that the entire stock of the precious metals 
which the world had owned from Noah down to Christopher 
Columbus amounted to ¥£ 1,800,000,000. It is of no use to deny 
the statement, for we cannot in any way disprove it; it is not of 
much use to believe it, for it is based upon considerations, testi- 
monies, and valuations which merit no serious credence. But as 
it is the only reckoning which exists upon the matter, its very 
loneliness supplies it with a worth, just as a white thrush possesses 
enormous value; for that reason we may as well take it as it 
stands, with the trusting confidence of ignorance. And there is 
the more ground for not making too much difficulty about the 
product of the first few thousand years of the earth’s existence, 
because the last four centuries alone have provided us with very 
nearly twice as much treasure as M. Otreschkoff attributes to the 
entire period antecedent to 1492. There does not seem to be 
much doubt on this latter point; for the monetary Congress held 
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at Brussels in 1873 has published official documents in which we 
are told, as a seriously probable fact, on the evidence of Humboldt, 
Jacob, and many more authorities, that the quantities of gold and 
silver of which we have become possessed since the discovery of 
America, represent a value of about £ 3,200,000,000. Conse- 
quently, on these two showings, the general total collected between 
the deluge and the Tichborne trial would be, approximately, 
Z 5,000,000,000. Now, according to these same Brussels papers, 
the entire stock of metal actually held, in any form, in Europe 
and North America, does not exceed £ 1,800,000,0c0, of which 
Z, 1,000,000,000 is in gold and the rest in silver; so that, if we 
guess the share of South America, Australia, and the colonies at 
4 200,000,000 more, the whole present store of the Christian 
countries of the world amounts to about £ 2,000,000,000. The 
other £ 3,000,000,000 we will look at separately. 

The manner of employment of the Christian £ 2,000,000,000 
would seem, as well as we can judge it, to be somewhat as fol- 
lows :—,£ 650,000,000 of it exists in coin, in effective circulation ; 
on that point the economists appear to be tolerably of one mind, 
for the differences between them do not exceed the trifling sum of 
Z 100,000,000. The quantity absorbed in plate and ornaments 
(including house-gilding) can only be estimated arbitrarily; but as 
McCulloch put it many years ago at £112,000,000 for Great Bri- 
tain and Ireland only, it does not seem to be too fantastic to guess 
it now at nine times as much, or £ 1,000,000,000 for the entire 
Christian world. A balance of £ 350,000,000 would thus be left 
to represent the hoardings of baptized humanity. Of course these 
figures are partially imaginary, but as they are not in contradic- 
tion with any evidence on the subject, it is just possible that they 
may not be very outrageously wrong. If true, they indicate that 
one-sixth of the Western store of precious metals is hidden away 
(probably in coin), that two-sixths of it are in effective circulation 
as money, and that the immense proportion of one-half is held 
in plate and ornaments. 

The annual loss by friction, shipwrecks, and accident, is counted 
generally at 134 per cent. on the cash circulation; the waste 
and wear on the metal used in the arts may be put at one-half per 
cent.; and the loss on hoarded treasure at as much. If the fair- 
ness of this arithmetic be admitted, a total loss is constantly 
occurring on the £ 2,000,000,000 which belong to the civilized 
countries of the earth, at the rate of about £16,000,000 in a year. 
That is the first element of waste, and the richer we get the 
higher will it mount up. Luckily, the annual production of gold 
and silver now averages about £ 40,000,000; there is, therefore, 
a margin still remaining for the current needs of the world, which 
are, according to McCulloch, at the rate of £10,000,000 a year 
for increase of currency, and £12,000,000 for use in the arts. 

The other .£3,000,000,000 are more difficult to deal with, 
for we have scarcely any evidence to guide us; the books are 
dumb about the question. We know as a general fact, which 
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cannot be disputed, that a vast proportion of this sum, especially 
in silver, has got away into Asia, but it is impossible to seriously 
suggest what has become of it there. McCulloch does, indeed, 
express the opinion that £ 400,000,000 are now employed in India 
in coin and trinkets ; and intimates that the burial of silver is car- 
ried on so actively in the East, that in six years only, from 1852 
to 1857, £100,000,000 were so disposed of in Hindostan and 
China alone. It is true that this rate was exceptional; but 
when we remember that the exportation of the precious metals to 
Arabia and India was commenced by the Pheenicians, and that it 
has been going on, more or less, ever since their time, it becomes 
clear enough that a prodigions quantity of them must have drifted 
to oriental countries, whence very little, relatively, has come back. 
It seems to be accepted on all hands, that the sums successively 
interred there are altogether beyond measurement, and that the 
richest metallic deposits on earth are sprinkled over Eastern Asia 
in forgotten hiding-places. Even if we admit, for form’s sake, that 
£1,000,000,000 still exist in use there, there would yet remain 
Z 2,000,000,000 unaccounted for; and though it is quite obvious 
that a part thereof represented the accumulated loss of forty 
centuries in Europe, it still continues to be reasonably probable 
that the greater portion of this huge sum is somewhere under- 
ground in Asia. If, to gratify our curiosity, we capriciously sup- 
pose that only half of it is so interred, it would follow that one- 
fifth of all the bullion that the world is supposed to have ever 
seen has disappeared in this way, and that another fifth has been 
lost by war, by friction, waste, or accident. The true proportion 
may, perhaps, be larger still, and we certainly do not exaggerate 
in estimating it at two-fifths of the whole £5,000,000,000 on 
which we are calculating. Furthermore, whatever be the sum, it 
is increasing, and will continue to increase, with production and 
consumption. 

Here, then, is an answer—for what it may be worth—to the 
question that was put just now. We estimate the total disappearance: 
of treasure since the Tower of Babel at £ 2,000,000,000, and we 
reckon that waste is now going on, in Christian countries only, at 
the rate of £16,000,000 a year. To make the account complete,* 
the present annual loss in Asia, whatever that may be, must be: 
added to it. 

This leads us to a second element of the subject. We have: 
found out, during the last hundred years, that, though adopted as 
an emblem, money is a merchandise as well. It is both a measure 
and an equivalent: not, however, an ideal measure, like a yard 
or an hour, which can be conceived, exactly, in space or time; 
not an ideal equivalent, like a weight which is equal to another 
weight, or a force which is balanced by another force,—but an 
effective measure, a practical equivalent, possessing a value of its 

* The reader can compare these statements with the figures given below, pages 457-462, as 


well as with the elaborate estimates given, from various sources, in recent numbers of the 
BANKER’S MAGAZINE. 
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own identical with that which it is employed to express. It is 
not only a sign, it is the thing signified as well. It is this reality, 
this intrinsic substantiality, this inherent authenticity, which form 
the essential basis of the actual system of metallic money; it has 
been fought about tremendously; tons of angry books have been 
composed upon it; but it has at last attained the altitude of a 
principle, it has become a science all by itself, and nobody would 
now presume to entertain a doubt about it. 

And yet from this reality springs up, like a butterfly from a 
chrysalis, like a flower from a bud, that pretty, airy, vaporous 
product—paper money, which forms the third or elastic-fluid sec- 
tion of the subject. It is precisely because gold and silver money 
is so real; because, being real, it is excessively expensive; because 
it is risky to move about; because it wears away, and may be 
lost; because, in fact, it has all the inconveniences of reality, that 
it has been found necessary to replace it, as much as possible, by 
a counterfeit. This is indeed most curious logic. The admirers 
of paper money first prove to us, by triumphant arguments, that 
money ought to be, must be, is bound to be, a reality; and then 
they go on, glowingly and triumphantly as before, to demonstrate 
that a fiction must necessarily be employed to replace that reality. 
Of course their arguments are convincing; of course it is imperti- 
nent to discuss them; of course it is indispensable to have gold 
coins because they are genuine money; and of course it is con- 
sequently indispensable to have bank-notes because they are ficti- 
tious; of course reality is the essential parent, and of course a 
sham is the inevitable child; of course a bank-note is the neces- 
sary product of a gold coin, and dollars or sovereigns would be 
altogether incomplete without bank-notes. All this is without doubt 
quite true, and yet it does not look like either truth or common 
sense; but the paper money men require us to believe it, so we 
bow down our heads and meekly submit. But faith does not imply 
comprehension; faith is generally supposed to be a process by 
which we admit what we cannot understand, and that definition of 
it applies most certainly to this case. We might have grasped 
the logic of the paper money men if they had contented them- 
selves with recording that, as we have not got enough metal- 
lic money for our wants, we have therefore supplemented what 
we have of it by a simulated representative, to which, for the sake 
of convenience and facility, we have attributed a certain nominal 
value. We could have unquestionably agreed with them if they 
had asserted that, as real money is a costly and wasteful luxury, 
as, in England only, on our supposed £70,000,000 of circu- 
lating coin, we are paying, at 1% per cent. per annum, about 
41,000,000 a year for wear, tear, and loss, it has been found 
practical to replace it by a cheap substitute. But they do not 
content themselves with elementary considerations like these; sim- 
plicity is good enough for the unlettered public, but is unworthy of 
paper money philosophers; so, scorning facts, they mount to princi- 
ples, and assure us, without inquiring whether we understand them, 
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that, according to those principles, money is governed by two 
fundamental laws—the first, that it cannot be money unless it is 
intrinsically worth what it pretends to represent; the second, that 
money which has an intrinsic value is so full of disadvantages, 
defects, and inconveniences, that it is indispensable to replace it 
by paper, because the latter has no value at all. 

Still, whatever be its theoretical position toward coin, paper 
money is particularly handy; and if we could only remain in 
ignorance of the fact that, possibly, it may lose its assumed 
value and be worth nothing, we all should be inclined to look 
upon it with a tenderness absolutely parallel to that which we 
accord to the brightest gold coins. Unluckily, however, for our 
trusting fondness, it does sometimes happen that bank-notes deceive 
us, that they are not really convertible into the metal which they 
claim to represent, and then we mourn, and say it is a great 
shame. Great Britain did so, doubtless, in 1813, when the one- 
pound notes of the Bank of England fell to 14s. 2d.; and the 
various Continental nations have had, and have, frequent oppor- 
tunities of conceiving the same sentiment. Whatever be the 
power of bank acts, they do not suffice, in any land, to con- 
stantly maintain the price of this sort of currency. All that the 
wisest governments can do is to lay down rules which work 
well in quiet times; for the whole world knows, by personal 
experience, that no rules whatever can be relied on to keep bank- 
notes at par in days of crisis. But, as, days of crisis are not fre- 
quent, we run the risk of them, and, from old habit, and indiffer- 
ence, forget that all paper money is a sham—an excessively 
meritorious sham, but none the less a sham. It wants but reality 
to be considerably more perfect than the metals whose place it 
takes; and it is quite comprehensible that, notwithstanding its one 
defect, it should have spread all over the earth, since Marco Polo 
first discovered it in China six centuries ago. It weighs nothing, 
it costs nothing, and if it is lost, nothing is really lost. Of course 
the loser loses by his loss, but as the issuer gains an exact 
equivalent by the suppression of his liability, the loss is merely 
individual, not general; whereas, if a sovereign drops into a chink, 
the entire nation is twenty shillings poorer. These are immense 
qualities to possess, and it is indeed deplorable to be obliged, 
after enumerating them with hearty admiration, to come back 
again to what we said just now, and to repeat once more that 
paper money is a sham. It is, however, “ currency,” which means 
that it has the capacity of being current; and so long as it 
retains that capacity unimpaired, it certainly merits to be regarded, 
with tea, gunpowder, and the compass, amongst the most admira- 
ble of the many inventions which we owe to the Chinese. 

Lastly we observe that this many-sided question includes the 
differences of production, relation, and position between gold and 
silver. Before the discovery of gold in California and Australia, 
by far the greater part of the harvest of metal from Spanish 
America was in silver; the ratio of yield was then (in value) about 
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four of silver to one of gold; but since 1850 the proportion has 
changed so utterly that it has now become one of silver to about 
three of gold. In other words, the worth of the gold raised, 
as compared with that of the silver simultaneously obtained, has 
risen sevenfold during the last twenty-five years. This must 
be humiliating for silver. It came into use so long before gold 
was heard of, that it might have legitimately expected, if men 
had gratitude, to continue to preserve its ancient rights undamaged, 
and to retain, in its venerable quality of the oldest inhabitant, a 
constant position of prescriptive priority over its richer and more 
gaudy rival. But, if silver did really have the presumption to 
think all this, it has been most unpleasantly undeceived, for gold 
has partially succeeded in turning it out offensively into the cold 
shade. Look, for instance, at the monetary system of England, 
where no gold money was coined until 1527; where, until that 
date, no gold money was seen except such foreign gold pieces 
as managed to creep surreptitiously into use amongst our ances- 
tors; well, even here, in the old home of strong conservatism, 
they have dethroned the ancient silver, and have forced it 
into the second place. It has lost “the battle of the standards;” 
not, as the phrase may possibly suggest to the unlearned, a fight, 
in war time, for regimental colors, but the struggle between white 
silver and tawny gold as to which of them shall constitute the 
official “‘ standard” by which the money of the country is to be 
regulated—that is to say, which of them shall have an unvarying 
mint value, fixed by law; the other being degraded to the con- 
temptible position of a mere vile merchandise, of varying price, 
like sugar, indigo, or cotton. All other countries, however, have 
not acted towards unlucky silver with the same oblivion of former 
benefits. We have induced Portugal, Brazil, and Turkey to do 
like us, but elsewhere the ancient claims of silver have been kept 
up. ‘They are still recognized in South America, Holland, Russia, 
the Scandinavian kingdoms, and the East; and though in France, 
Belgium, Switzerland, Italy, Spain, and the United States, gold 
has been admitted to an equality of rights with silver, the latter in 
no way suffers by the parity, but keeps up its privileges under the 
shelter of a “double standard.” It would be a gloomy process to 
explain exactly what a “standard” is, and how it works; those who 
desire to know all about it can study its mysteries in the special 
books, of which there are a tremendous number, for the fighting 
on the question has been long and bitter, each nation angrily 
declaring that its own plan is the only right one. The relation- 
ship of value between gold and silver is a different matter alto- 
gether; it has never varied very much in Europe; it has stood 
there regularly at one of gold to fifteen or sixteen of silver. In 
China, however, where silver has always been enthroned in the 
place of honor, the rate was formerly about one to ten; and in 
Japan, when the latter country was first opened up, some twenty 
years ago, it was as low as one to four, so enabling sharp specu- 
lators to make enormous profits, for a time, by exporting gold. 
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But if in Europe the bullion value of the two precious metals 
has remained tolerably steady towards each other, the value of 
money itself has received many impulses up and down since it was 
first invented. A careful calculation of the successive changes 
which have occurred in it was published, some years ago, by the 
well-known French economist, J. B. Say, who arrived at his results 
by working out the variations of the price of wheat at different 
periods of the world’s history. His tables indicate that, according 
to this gauge, money was five times more valuable in 200 B. C. 
than it is now; that in the eighth century, after the abandonment 
of the mines of Spain and Attica, it had risen to six and a-half 
times ; that in the fifteenth century it had got up to its maximum 
of seven and a-half times our present scale; that immediately after 
the discovery of America, when quantities of metal began to circu- 
late in Europe, it rapidly declined; that in 1514, only twenty-two 
years after the first voyage of Columbus, it had fallen to four and 
a-half times; that in 1536 it was down to two and a-quarter 
times; and that it was nearly at our actual value in 1640. By 
this showing, £100 were worth as much in the year 1450 as 
475° are now; and as, in addition to this contrast in the prac- 
tical worth of money, there were then, comparatively, no means 
of spending, no luxuries, and no needs, it is probable that the 
real difference of relative wealth was far greater still. It may, 
indeed, have been possible, allowing for these subsidiary considera- 
tions, that £1 produced four hundred years ago as much as 
420 will offer now. 

Such are the chief arguments of the essay before us, in regard 
to the great monetary questions which lie at the threshold of all 
inquiries into the fluctuations of general prices. It is to be regretted 
that the writer has been less exact in some of his facts than the 
importance of the subject deserves. Besides other errors, he under- 
rates the importance of the fluctuations in the value of silver, and 
he fails to comprehend the embarrassment which is even now per- 
plexing and disturbing the monetary systems of Europe. Some of 
these troubles arise from the fact that the chief countries of Europe 
find it so difficult to agree upon any united, harmonious action in 
regard to international coinage, whether of gold or silver. 

Another difficulty is, that a constancy of relative value between 
the two metals, though desirable, is less likely than ever. Prior to the 
present century it was regarded as impossible to manage the simul- 
taneous circulation of two metals of different value. England was 
the first to discover, and in 1816 to apply, the principle by which 
this difficulty can be overcome. The method was, in short, the 
making gold a legal tender for all amounts, and silver only a 
legal tender for sums not exceeding 4o shillings in one payment. 
Prior to that a double standard had been customary in England 
and elsewhere, gold and silver being each legal tender for all 
amounts; with results such as are usually experienced, the market 
ratio of value constantly varying sometimes above and sometimes 
below the mint standard, and driving first one and then the other 
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metal from circulation. A frequent result was a call for new leg- 
islation on the subject, which usually tended to depreciate the 
standard of coin. In 1853 the United States adopted the subsid- 
iary principle in respect to the fractional coins, and such silver 
was made only a legal tender in sums under $5. But the sub- 
sidiary relation was confined to the fractional coin, and did not 
apply to the silver dollar until 1873, when that also was demone- 
tized along with the fractional coin. 

In the United States no inconvenience then ensued, owing 
to the fact that the ratio adopted by the mint was during that 
period always in excess of the market, the former being 16 to 1; 
while the latter was from 154% to 15 6-10 to 1 during that period, 
The silver dollar was then thus overvalued, and consequently 
was demonetized, since nobody would make payments in the rela- 
tively dearer silver dollar when the cheaper gold would avail. 
France, jointly with Switzerland, Italy, and Belgium, adopted in 
part the subsidiary principle in 1855, silver coins lower than five 
francs being so reduced in fineness that they were overvalued 
tokens, and were made legal tender for sums not exceeding 50 
francs. But the five-franc piece, like the United States dollar, was 
still permitted to remain a legal tender for all amounts. Unlike 
the United States, inconvenience did result, the mint ratio assumed 
being 1514, while the market ratio fluctuated above and below 
that point. Prior to about 1870 the market ratio was 1536 to 1, 
and gold circulated to the exclusion of legal-tender silver. Since 
then the market value has risen to a point above the mint stand- 
ard, and given a tendency to silver to circulate in place of gold. 
This tendency has been partly counteracted by the French, Swiss, 
and other Governments of the Quadripartite Convention, discour- 
aging the coinage of the legal-tender silver. 

Germany and the Scandinavian countries are now endeav- 
oring to recede from their former exclusive silver standard, and to 
adopt a gold standard instead, with a new silver coin, which is 
legal tender in limited amounts. But, like France, Germany still 
retained its old silver coinage as legal tender in all amounts. As 
a result, she has experienced great difficulty in placing her newly 
coined issues on the market, her gold either being exported— 
which is commonly the case—or remelted at home. In establish- 
ing the coinage, the German Government assumed the ratio of 
value of gold to silver at 1514 to 1, by fixing the relative weights 
of the two metals in corresponding proportion for like denomina- 
tions. The market value in the same period was 15% to 1, which 
excluded the gold from circulation, the silver being relatively the 
cheaper. Germany suffers from embarrassment on this account, as 
the legislation of the Imperial Government cannot compel the two 
metals to circulate simultaneously unless in accordance with the 
natural laws of trade. On the rst January, 1876, the new Ger- 
man law for the adoption of the gold standard goes into effect, 
and its effects will be watched as the most notable of the mone- 
tary revolutions produced by the fluctuations in gold. 
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MR. SPAULDING AND THE GREENBACK CURRENCY. 


The Hon. E. G. Spaulding is preparing a second edition of 
his History of the Legal-Tender Act. We have received advance 
sheets of part of the additional matter which is to enrich and 
improve the work. This new matter consists of an introduction of 
32 pages, and an appendix containing letters from various promi- 
nent men relative to the currency question. In the former, Mr. 
Spaulding gives an interesting account of the circumstances under 
which the legal-tender act was passed, and makes some impor- 
tant practical suggestions as to the resumption of specie payments. 
Three great errors, he says, have distinguished our financial system 
during the paper money period, which, as we hope, is now draw- 
ing near its end. We abridge as follows the main points of his 
narrative, which have the more value in view of the probable dis- 
cussions of the currency question in Congress. 


THE FIRST ERROR IN OUR FINANCIAL POLICY. 


The first material mistake in the management of the finances, 
occurred when Secretary Chase discarded the use of the bank 
check, and the clearing-house, in the Fall of 1861. The Secretary 
of War might, with the same propriety, have rejected the railroad, 
the locomotive, and the telegraph. ‘The modern invention of the 
bank check and the clearing-house for the transaction of large 
financial operations with facility, are quite as useful as are rail- 
roads and telegraphs in carrying on military operations with suc- 
cess. The Secretary of War did not fail to make use of the 
railroads and the telegraph, but the Secretary of the Treasury, by 
sticking to the sub-treasury, and rejecting the bank check and 
clearing-house, committed a great blunder at the commencement 
of the war. This mistake occurred under the following circum- 
stances: Two important loan acts were passed at the extra session 
of Congress in July and August, 1861. The first act was approved 
July 17, and the second August 5. By section six of the last 
mentioned act, the sub-treasury act passed in 1846 was so far 
suspended as to allow the Secretary of the Treasury “to deposit 
any of the moneys obtained on any of the loans now authorized 
by law to the credit of the Treasurer of the United States, in 
such solvent specie-paying banks as he may select; and the said 
moneys, so deposited, may be withdrawn from such depositories, for 
deposit with the regular authorized depositories, or for the payment 
of public dues, or paid in the redemption of the notes authorized 
to be issued under this act, or the act to which this is supple- 
mentary, payable on demand, as may seem expedient to, or be 
directed by, the Secretary of the Treasury.” 
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The primary object which Mr. Appleton and myself had in 
view, in preparing this section, was to relax the rigid requirements 
of the sub-treasury act, in regard to the receipt and disbursement 
of coin, and instead of paying solely from coin deposits in the 
treasury, to allow all the money obtained on these loans to be 
deposited in solvent banks; the United States Treasurer to draw 
his checks directly on such deposit banks in payment of war 
expenses, which checks would be paid in State bank-notes then 
redeemable on demand in gold, or, in the ordinary course of busi- 
ness, to a large extent, they would pass through the New York 
clearing-house, and the clearing-houses of other cities, and be set- 
tled and canceled by offset, without drawing large amounts of 
specie. This mode of payment would have enabled the Secretary 
more easily to effect such loans, and make his large disbursements, 
without materially disturbing the coin reserves held by the banks, 
which were then well protected by these reserves in their vaults. 
This mode of making the disbursements for the large war expenses 
was regarded by me at that early period of the war as of vital 
consequence to the stability of the finances of both Government 
and people; hence the preparation and adoption of the sixth sec- 
tion of the act of August 5, 1861, giving the Secretary of the 
Treasury discretionary power to suspend the sub-treasury law in 
respect to these loans. 

After the battle of Bull Run, which occurred on the twenty- 
first of July, of that year, the necessities of the Government in 
clothing, arming and feeding troops—in providing munitions of 
war and building a navy—became so urgent that the banks in 
New York, Boston and Philadelphia most patriotically came for- 
ward and made arrangements in several negotiations with Secretary 
Chase, to loan to the Government $150,000,000 under the pro- 
visions of the two loan acts passed at the extra session. Of this 
sum $105,000,000 was apportioned to the associated banks in the 
city of New York, payable by installments. The banks were then 
in good condition, transacting their business on a specie basis, and 
paid coin for all balances at the clearing-house, and redeemed 
their circulating notes in coin, and the loan to the Government 
was made with the expectation that the money would be deposited 
in the banks, and be checked out under the direction of the Secre- 
tary, in pursuance of the sixth section above referred to. The 
Secretary of the Treasury refused to use the discretionary power 
conferred upon him by that section, and would not check on the 
banks for the expenses of the war, so that current bank-notes 
could be paid or balances settled through the clearing-house, but 
insisted that the banks should pay the money loaned into the sub- 
treasury in gold or gold Treasury notes, and from thence it was 
distributed for war purposes and scattered in different parts of the 
country. By far the greater part of this loan was paid in gold 
coin, taken from the reserves of the banks, commencing on the 
1gth of August, 1861. This unnecessary mode of requiring the 
payment of the loans so weakened the banks that it brought on 
a general suspension of specie payments, during the last days of 
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December, 1861. Notwithstanding the banks commenced making 
advances to the Government about the 19th of August, 1861, 
yet none of the securities to be issued by the Government 
for the loans were turned over to them until the 14th of January, 
1862. 

The banks having been committed to making the loans, and 
having made partial advances on account of the same, were 
obliged to complete the loan notwithstanding the Secretary of 
the Treasury deemed it incompatible with his views of duty, and 
the traditions of the sub-treasury law, to use such banks as dis- 
bursing agents of the Government, even under the extraordinary 
exigency under which the loans were made. The call upon the 
banks for payment into the Government depository of the remain- 
ing installments of the loan, either in coin or gold Treasury notes, 
was persistently urged by the Secretary until the final closing of 
the transaction on the 3d of February, 1862. This was the first 
material mistake of the Secretary of the Treasury, and was the 
first step in the wrong direction, which, combined with other 
important events, led to the necessity of passing the legal-tender 
act. The Secretary, in breaking the banks, at the same time broke 
the sub-treasury, and both were discredited together. Under the 
policy pursued, the State bank bills, which were local in character 
and credit, became uncurrent money, and the available gold in 
the country was wholly inadequate to meet the gigantic expenses 
of the war. A meeting of bank officers was held at the Ameri- 
can Exchange Bank in the city of New York, December 28, 
1861. One of the bank presidents, in a well considered speech 
delivered on that occasion, criticising the course of Secretary Chase 
in regard to those loans, said that “he (Secretary Chase) was urged 
to draw directly on the banks. Coin being the basis of credits, it 
was only in that way the increased financial operations of the 
Government could be conducted ; for it is impossible to maintain the 
superstructure of credit when the basis is withdrawn, for in destroy- 
ing the basis the superstructure is also swept away. He refused 
to draw directly upon the banks for the proceeds of the loan taken 
by each. We are informed that the act of Congress was passed 
expressly for the purpose of authorizing him to do so, but he gave 
it a different interpretation, which may be the correct one, although 
I do not think so.” 

The failure of the Secretary to recognize the suspension of 
the sub-treasury law, fully demonstrates the truthfulness of the 
remark made by Disraeli, that “upon a perfect knowledge and 
right appreciation of details the settlement of great questions mainly 
depends.” The Secretary was intent upon having the gold for dis- 
bursement, without fully comprehending the effect this large drain 
was to have upon the banks and the general finances of the country. 
The suspension of specie payments by the banks and the Treasury 
of the United States occurred on the 28th of December, 1861, and 
two days later, on the 30th of the same month, I prepared and 
introduced the legal-tender act into the House of Representatives. 
The measure was prominently discussed before the people and in 
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Congress for more than six weeks. It passed both houses and 
received the approval of President Lincoln February 25, 1862. 

It was a fundamental principle, which I think I fully com- 
prehended when I introduced this act into Congress, that not one 
dollar of paper money ought ever to be issued by the Govern- 
ment, or by any bank, without at the same time making ample 
provision for its prompt redemption, on demand. The best redemp- 
tion, and the best attainable standard of value, is gold coin, and 
the only admissible standard in time of peace. It was an utter 
impossibility for our Government at that time to redeem the legal- 
tender notes in gold, because it could not be had on any terms; 
it was not in the country in sufficient amount to meet the great 
emergency; but the Government could redeem (fund) the legal- 
tender notes in six per cent. twenty years gold bonds. And here 
I may say, most emphatically, that if these six per cent.. bonds 
could then have been negotiated for any funds available, and in 
adequate amount, for war expenses, not one dollar of legal-tender 
notes would have been issued. This could not be done, and the 
act was framed with the express agreement that the legal-tender 
notes issued under it should be redeemed in the six per cent. gold 
bonds. The second section of the act authorized the issue of 
$ 500,000,000 bonds for that purpose. The leading object of the 
legal-tender act was to create a currency national in character, 
which could be used for liquidating war expenses, and, to prevent 
any plethora or redundancy of such currency, provide at the same 
time for funding it in the six per cent. bonds. The leading object 
was to fund the debt. This provision for funding, also, in a great 
measure, relieved the act of the apparent injustice of compelling 
people, by the legal-tender clause, to receive this currency on 
ordinary debts and invested securities when they could immediately 
upon its receipt convert it into six per cent. gold bonds at par. 

From this brief statement of the inception of the legal-tender 
act, it will be seen that it was a temporary war measure; that 
this greenback currency was receivable for internal taxes and all 
other dues, except customs duties and interest on the funded 
debt; that a sinking fund was provided of one per cent. each year 
of the entire debt of the United States after July 1, 1862, and the 
whole of this temporary currency and all the floating debt of the 
United States was, by the second section of the act, fundable 
(redeemable) in six per cent. gold bonds. The title of the act 
was very expressive: “An act to authorize the issue of United 
States notes and for the redemption or funding thereof, and for fund- 
ing the floating debt of the United States.” The Government 
could not redeem in gold, but could redeem in bonds issued on 
its credit. These legal-tender notes were, in substance and effect, 
certificates of debt given for war expenses redeemable on demand 
in these bonds. Thus, the fundamental principle that no paper cur- 
rency should ever be issued, without providing at the same time 
for its prompt redemption, was provided for in the best mode in 
which, under the unparalleled emergency, the Government was able 
to provide for it. 
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The first legal-tender notes issued under the act bore date 
March 10, 1862, and had printed on the back of them these 
words: “This note is a legal tender for all debts, public and pri- 
vate, except duties on imports and interest on the public debt, 
and is exchangeable for U. S. six per cent. bonds redeemable at the 
pleasure of the United States, after five years.” ‘These notes in the 
form of greenback currency were immediately issued by Secretary 
Chase and disbursed for war expenses, and the Treasury of the 
United States was very soon relieved of the pressing demands that 
were made upon it. The army and navy were paid, and supplies 
and materials of war were obtained on these paper promises in 
sufficient quantity to prosecute the war with vigor. 

The first edition of legal-tender notes were by the gigantic 
war expenses very soon exhausted. On the seventh of June, 1862, 
Secretary Chase sent an official communication to the Committee 
on Ways and Means asking for a further issue of $150,000,000 of 
legal-tender notes, and that a part of this emission should be in 
one-dollar notes, the previous emission having all been issued in 
notes of five dollars and upwards. (Legal-tender History, page 
154.) In this communication Mr. Chase urged in favor of small 
bills, and said “it may further be properly observed that since the 
United States notes are made a legal tender and maintained at 
near the par of gold by the provision for their conversion into 
bonds bearing six per cent. interest payable in coin, it is not easy 
to see why small notes may not be issued as wisely as large ones.” 
The act for this additional issue of greenback currency was passed 
and approved by President Lincoln, July 11, 1862. It provided 
that the notes should be redeemed on demand in the six per cent. 
gold bonds. 

Having thus explained the earliest of the great errors of man- 
agement by which Mr. Chase made the legal-tender act possible, 
and the issue of greenbacks almost inevitable, Mr. Spaulding pro- 
ceeds to expound a later error, which greatly aggravated the mis- 
chievous consequences of the first. We began badly, and soon went 
from bad to worse. 


° THE SECOND ERROR IN OUR FINANCIAL POLICY. 


The great mistake—greater than all other mistakes in the 
management of the war—was the abrogation of the right to fund 
the greenback currency in gold bonds, as provided for in the two 
preceding acts. All the other mistakes, civil and military, which 
occurred during the war were of slight consequence when com- 
pared with the mischievous and grave conseqnences resulting from 
this one mistake. Taking away from the holder of this paper 
money the right to have it redeemed on demand in gold bonds, 
besides being manifestly unjust to the holders, let the Government 
and the whole country—banks and people—down into the slough 
of an irredeemable paper currency, where we have remained for 
over eleven years. From 1864 to 1875 it has been a dead weight 
on the business and industry of the country, without elasticity, and 
without any provision whatever being made for its redemption or 
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payment. Its redundancy and consequent depreciation has operated 
very injuriously to the legitimate business of the country. It was 
an instrument of expenditure representing the waste of war, and 
not possessing the essential elements of a commercial currency. A 
majority of the people, however, have been deluded into the belief 
that those broken promises, representing the waste of war, were 
money, and a proper standard of value as a basis for doing busi- 
ness, and have plunged headlong into all sorts of speculations, 
unprofitable enterprises, extravagance in living, general abuse of 
credit, idleness, and consequent demoralization. 

If the right to fund the greenbacks into the six per cent. 
gold bonds had not been abrogated, no financier or practical 
business man, whose opinion is worth quoting, can doubt that we 
would have gone to specie payment within two or three years after 
the close of the war, in spite of ourselves. The individual indebt- 
edness at the close of the war in 1865 was small. Everyone was 
comparatively free from debt. The six per cent. gold bonds were 
sought for as an investment. They soon appreciated to par in gold, 
and if the right to fund had been continued, the greenback cur- 
rency would have appreciated to par in gold along with bonds. 
The legal-tender act would have served its purpose as a war meas- 
ure, and we should have returned to the specie standard without 
material detriment to the legitimate business of the country. In 
this way we could have avoided a large part of the extravagance 
and demoralization that has been so reckless since the close of the 
war. 

The $900,000,000 loan act was passed and approved by the 
President March 3, 1863. At the urgent request of Secretary 
Chase a clause was inserted in the act, taking away the absolute 
right of the holders of greenbacks to fund them into six per cent. 
gold bonds after July 1, 1863, and leaving it discretionary with the 
Secretary to allow them to be funded or not, as he might deem 
best for the public interest. Under this discretionary power the 
Secretary allowed them to be funded up to January 21, 1864. 
The legal-tender act had worked well, and all of the ¢ 500,000,000 
six per cent. bonds authorized by the first act had been taken up 
at par. The Secretary then decided that he would not allow any 
more funding in the six per cent. bonds, but would allow the hold- 
ers of the greenbacks to fund them in a five percent. bond. This 
mistake of the Secretary arrested the funding of the greenbacks 
into bonds, and materially depreciated and lowered the standard 
of this currency. This attempt of the Secretary to float five per 
cent. bonds made it necessary, in order to meet the enormous war 
expenses, to issue and keep out large amounts of currency in the 
form of greenbacks, interest-bearing notes, certificates of indebted- 
ness, fractional curency, and National bank-notes, besides the irre- 
deemable currency issued by State banks. Gold and commodities 
continued to advance in price. On the fifteenth of January, 1864, 
gold was $1.55, on the fifteenth of April, $1.78, on the fifteenth 
of June, $1.97, and on the twenty-ninth of June, $2.35 to $2.50, 
which showed that the legal-tender notes were then only worth 
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forty cents on the dollar in gold. The next day the thirtieth of 
June, 1864, Mr. Chase resigned the office of Secretary of the 
Treasury. At this time the inflating paper issues outstanding were 
over $1,100,000,000, and in a few days thereafter gold reached its 
highest quotation, $2.85, or, more accurately speaking, greenbacks 
depreciated until they were only worth in gold thirty-five cents on 
the promised dollar, at the Board of Brokers, in the city of New 
York. 

Mr. Chase commenced his administration of the Treasury in 
1861, as a believer in hard money, and a firm advocate of the 
sub-treasury law, and without much practical knowledge of the 
credit machinery by which the great financial transactions of the 
country are carried on. He left the office with twice as much 
inflating paper outstanding as ought ever to have been issued, and 
with the fromised dollar printed on the face of the greenback worth 
only from 35 to 40 cents in gold. 

Hon. Wm. Pitt Fessenden was appointed Secretary of the 
Treasury in place of Mr. Chase, and entered upon the duties of 
the office July 5, 1864, and continued in the office performing the 
duties very acceptably about eight months, and until the second 
inauguration of President Lincoln, March 4, 1865, when Mr. 
McCulloch was appointed in his place. 

Secretary McCulloch was one of the best practical financiers 
in the country, and managed the Treasury Department with marked 
prudence and ability. If Congress had continued to give him 
proper support, instead of repealing the law for retiring greenbacks, 
it is my firm belief that he would have conducted us back to the 
specie standard during the four years of his administration of the 
Treasury Department, and without materially affecting, in an unfa- 
vorable manner, the legitimate business of the country. The con- 
trolling majority in Congress was weak and vacillating in its 
course, and utterly failed to make any provision for redeeming the 
greenback currency. After the surrender of the rebel armies to 
General Grant and General Sherman the volunteer army was 
mustered out of the service, and had to be paid in full. Secretary 
McCulloch obtained the means to pay them chiefly by the issue 
of 7.30 Treasury notes. The amount required for that purpose was 
very large, and the amount of these notes outstanding in October, 
1865, was $830,000,000, which were, by law, expressly fundable 
within three years into six per cent. gold bonds. The right to 
fund them was not abrogated, and within three years they were 
all taken off the market and funded in those bonds. This shows 
conclusively how Treasury notes may be retired from circulation by 
an efficient system of funding. The greenbacks would have been 
funded in the same way, if the original contract for funding them 
had not been abrogated. 

Upon the inauguration of President Grant, on the 4th of 
March, 1869, Hon. George S. Boutwell was made Secretary of 
the Treasury, and entered upon the duties of the office March 11. 
The President, in his inaugural address, expressed himself favora- 
ble to a return to specie payments at the earliest practicable 
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moment, and in his annual message, he said in reference to an 
irredeemable currency, “It is an evil which I hope will receive your 
most earnest attention. It is a duty, and one of the highest duties 
of the Government to secure to the citizen a medium of exchange 
of fixed and unvarying value. This implies a return to a specie 
basis, and no substitute for it can be devised. 7 should be com- 
menced now. * * JT earnestly recommend to you such legislation 
as will insure a gradual return to specie payments, and put an 
immediate stop to fluctuations in the value of the currency.” The 
first act of Congress approved by President Grant after his iau- 
guration contained an express promise in these words: “The United 
States solemnly pledges its faith “ make provision, at the earliest 
practicable period, for the redemption of the United States notes 
in coin.” This promise on the part of Congress 40 make provision 
for the redemption of the greenback currency in gold has been 
about as badly broken as was the promise made in the first legal- 
tender act, February 25, 1862, to redeem it in six per cent. gold 
bonds. It is true that by the acts of Congress the revenues 
derived from customs duties and internal taxes were ample, in 1869, 
to pay the annual expenses of the Government and interest on the 
public debt, and leave a surplus, and consequently an accumula- 
tion of gold in the Treasury which would, in due time, have been 
an ample fund “to redeem the United States notes in coin,” in 
accordance with the above promise. 


THE THIRD ERROR IN OUR FINANCIAL POLICY. 


Here commenced the third mistake on the part of the 
Treasury Department in the management of the finances. Secre- 
tary Boutwell did not regard this surplus as at all necessary to the 
support of the credit of the greenbacks, or as a reserve by which 
they could ultimately be redeemed in coin. He therefore proceeded 
to pay off and take up the bonded debt not yet due for ten to 
fifteen years, leaving the past due greenbacks (badly broken prom- 
ises) still in the slough of irredeemable currency, without any pro- 
vision whatever for their payment. In this way he reduced the 
public debt, including three per cent. notes, about $ 368,000,000 
during the four years of his administration, but did not redeem 
any of the greenbacks, or keep any reserve for that purpose. 

He also went further and committed an act which I have 
always regarded as a violation of the spirit and intent of the 
original legal-tender act, in procuring new engraved plates to be 
made, and the printing and paying out of a new emission of legal- 
tender notes in time of peace, four years after the close of the 
war, when the public interest did not require, at that time, any 
such forced loan to be made. The clause in the original legal- 
tender act in regard to the re-issue of the greenback currency is 
as follows: “Such United States notes shall be received ¢he same 
as coin at their par value in payment of any loans that may here- 
after be sold or negotiated by the Secretary of the Treasury, and 
may be re-issued from time to time as the exigences of the public 
interests shall require.” The only ground on which, by any possi- 
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bility, the legal-tender notes could be constitutionally issued was 
that it afforded a means by which the war powers of the Govern- 
ment could be carried into full effect in the prosecution of the 
war. But four years after the close of the war, it was not consti- 
tutional to re-issue them, and it was very clear that no legitimate 
“ public interest” required that this new emission should be re-issued. 
On the contrary, it was manifestly for the “ public interest” that as 
fast as these notes were returned to the Treasury they should be 
held there, or canceled, until the balance outstanding were on a 
par with gold. The forcing into circulation of a new emission of 
broken promises so long after the close of the war was not only 
a violation of the Constitution, but was manifestly contrary to the 
spirit and intent of the legal-tender act as originally passed. Sec- 
retary Boutwell’s policy of using his surplus revenues to pay off a 
funded debt not due, instead of redeeming the broken and past 
due promises, was based on the fallacious idea put forth by him 
on many occasions, that the country would “grow up” to the 
situation, and that the greenback currency would ultimately all 
appreciate to par with gold by the increased population, and the 
enlarged demands of the business of the country, without making 
provision for redeeming it. 

Hon. William A. Richardson succeeded Mr. Boutwell as Sec- 
retary of the Treasury, on the seventeenth day of March, 1873. 
He was Assistant Secretary under Mr. Boutwell, and upon assum- 
ing the duties of Secretary continued the same mistaken policy in 
regard to the finances which had been carried out by his prede- 
cessor. Both of them went so far as to claim that the greenbacks 
withdrawn from circulation during Mr. McCulloch’s administration 
of the Treasury were still a veserve, and that they had a right to 
re-issue them in case of an emergency. During the great finan- 
cial panic which occurred in the fall of 1873, and with a view to 
stop it, Secretary Richardson did actually re-issue and pay out in 
the purchase of bonds, not due, the sum of $26,000,000 of green- 
backs, which Mr. McCulloch in a recent letter says, “was as pow- 
erless to stop the panic as bread pills would be to check the 
progress of the cholera or yellow fever.” 

The general policy of both Mr. Boutwell and Mr. Richardson 
was to pay a debt not due, and leave neglected and unpaid the 
broken promises of the Government, which had remained unpaid 
for several years. During their administration of the Treasury the 
amount of greenbacks outstanding was increased from $ 356,000,000 
to $382,000,000. Subsequently Congress, by act of June 20, 1874, 
fixed that sum as the maximum amount of the greenback cur- 
rency, “and that no part thereof should be used as a reserve,” 
which effectually cut off the pretense that the previously redeemed 
greenbacks were a reserve to be used by the Secretary of the 
Treasury at his discretion; thus leaving the greenback currency 
$26,000,000 more in 1874 than it was in 1869, when Mr. Bout- 
well became Secretary of the Treasury. 

If a ¢ender of the new emission of greenbacks put out by 
Secretary Boutwell in 1869-70, should be made on an existing 
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contract, it is doubtful whether such tender would be _ valid, 
because four or five years after the close of the war, there did not 
exist any public necessity for such a forced loan. The revenues 
were then ample to pay all expenses and leave a surplus, which, 
under a mistaken policy, was used to wzfund the public debt, leav- 
ing the overdue debt unpaid. 

In 1874, Congress passed an inflation act authorizing a large 
increase of the greenback currency, and containing other mis- 
chievous provisions. This act was submitted to President Grant, 
and extraordinary efforts made by the inflationists in and out of 
Congress to have him approve it. He refused to do so, and on 
the 22d of April vetoed the act in a message to the Senate con- 
demning this measure of inflation in unqualified terms. He says, 
“the theory, in my belief, is a departure from the true principles 
of finance, National interest, National obligation to creditors, Con- 
gressional promises, party pledges by both political parties, and of 
the personal views and promises made by me in every annual 
message sent to Congress, and in each inaugural address.” This 
veto is regarded as one of the most important and useful acts of 
President Grant’s administration. It had an important influence in 
checking the clamor for more irredeemable currency. Secretary 
Richardson, after holding the office about fourteen months and 
a-half, resigned, and on the 4th of June, 1874, Hon. Benjamin H. 
Bristow was appointed Secretary of the Treasury, and entered upon 
the duties of the office. 

It is generally understood that Secretary Bristow continues his 
monthly sales of gold (which ought to be husbanded for resump- 
tion in 1879), to raise the money to pay the current expenses of 
the Government, because Congress has failed to provide suffi- 
cient means to carry on the Government in any other way. It 
is also generally understood that Secretary Bristow would not 
resort to this monthly “ make-shift,” of keeping these broken legal- 
tender promises in circulation, if Congress provided the means of 
administrating the Government in the old-fashioned, honest way. 
Every re-issue of these broken promises, backed by the legal-tender 
provision, is a forced /oan in time of peace, and is plainly in vio- 
lation of the Constitution. These sales of gold at this time, when 
the act for the resumption of specie payments in 1879, is in full 
force, is not a good indication for resumption at that time. More 
revenue will be necessary, and it remains to be seen whether it 
will be provided to aid in carrying this very important measure 
into effect. Secretary Bristow is believed to be sound on the 
main question. In his first annual report in December, 1874, he 
very clearly sets forth the evils of an irredeemable paper currency. 

He is now making preparation to retire the fractional cur- 
rency and replace it with silver coin, but, without any surplus rev- 
enue, he will not be able to accumulate gold in the Treasury, and 
must rely, at present, on the sale of the five per cent. bonds, 
authorized by the third section of the resumption act. It remains 
to be seen whether Congress will have the wisdom and courage 
to pass any further laws for increasing the revenue, or authorizing 
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any further preparations for resuming specie payments on the first 
of January, 1879. Meantime I desire to repeat that if the legal 
right to fund the greenbacks in the six per cent. gold bonds, in 
accordance with the original legal-tender act, had not been abro- 
gated, we should have reached specie payments as early as 1868, 
seven years ago, and without very seriously injuring the legitimate 
business of the country. 


i 
INTERNATIONAL FINANCIAL LAW. 


ENGLISH BANKERS NOT RESPONSIBLE FOR THE WRONG PAYMENT 
OF DRAFTS. 


An American on his first visit to London is surprised to find 
that he can get a demand draft cashed in any London bank 
without being identified. A letter on this subject has been sent to 
us by Messrs. Neher & Calder, Bankers, of Troy. It is written 
from London by Mr. A. P. Sprague, a young American lawyer, 
who has recently secured the prize for his essay on international 
law. The peculiarity in question is of comparatively recent date, 
and was created by Act of Parliament passed in 1857. Previously 
the usage was the same as still prevails in this country, where by 
universal custom the payee of demand drafts has to be identified. 
The aristocratic customers of the London bankers were unwilling 
to submit to the supposed humiliation of identifying themselves to 
a mere clerk. Hence, the act mentioned below was passed to 
protect bankers in paying “demand drafts to order,” without 
troubling the party presenting them to identify himself. The pas- 
sage of this English law caused our foreign bankers to draw their 
sight exchange at three days. For time-drafts are beyond the 
operation of the law, which only applies to drafts on demand to 
order.* Subjoined is the letter: 

“The question in international financial law which you recently 
propounded to me is one of great importance, and, as you state, 
it is desirable that the present condition of that law be understood 
in America, in view of the large and increasing transactions of a 
financial character between Americans and Europeans. 

* The effect of this law is stated as follows in Byles on Bills of Exchange, 6th (American) 
Edition, pp. 47, 48: ‘‘The Statute 16 and 17 Vict., ch. 59, sec. 19, introduces a new descrip- 
tion of draft on a banker, differing in some respects from a check, and in others from a bill of 
exchange. The enactment applies to a draft on a banker payable #0 order on demand. The 
statute enacts that the banker who pays the bearer is not to be responsible for the genuineness 
of the indorsement, as he would be if it were an ordinary bill of exchange; but, on the other 
hand, the bearer can not charge the drawer without making title through the first indorse- 
ment, .as he could on an ordinary check payable to bearer. 

**A banker’s draft payable to order is now very commonly used for remittances by post or 
otherwise. No innocent transferee for value can succeed in an action against the drawer, 
unless he derive title through the payee’s indorsement. The drawer is, therefore, in an action 
against himself on the check, protected by the ordinary consequences of a civil and 
criminal. While in an action by himself against his own banker for the balance of his account, 
the banker, when he sets up as an answer the payment of the check, is at all events in no 
better position than he would have occupied had the check been originally made payable to 


bearer. Indeed, cases may be imagined in which the forged indorsement may assist the 
drawer in proving collusion or gross negligence against the banker.” 
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“The case which you stated is one which I have no doubt 
has occurred in substance more than once. An American banking 
firm issue a draft to a person in Ireland on a London bank; it 
gets into wrong hands, is paid to the wrong person by an Irish 
‘bank, which forwards it to the London bank, by which it is paid 
and charged to the account of the American bankers. The Lon- 
don bank claims as follows: ‘We are informed by the Irish bank 
through which it was presented to us for payment that they are 
unable to trace the person for whom they collected it, and conse- 
quently the loss will fall upon the remitter, as, according to our 
laws, bankers are not responsible for paying drafts upon wrong 
indorsements.’ You say that, if the London bank meant to be 
understood in the broad sense conveyed in the above quotation, - 
American banks and bankers ought to be promptly advised, and I 
am sure your anxiety is shared by your associates. 

“T must confess that I was at first surprised at the position 
which the London bank took in the case which you mentioned. 
But on a critical examination of English law I find that the Lon- 
don bank was substantially correct in its claim, so far as the law 
in this country is concerned; and as drafts or bills of exchange, 
payable in this country, although drawn in the United States, are 
subject to the law of Great Britain, the position of the London 
bank would of course be recognized in all courts enforcing inter- 
national rules. By the act of 16 and 17 Vict., c. 59, sec. 19, it 
is provided as follows: 

“«¢ Any draft or order drawn upon a banker for a sum of money 
payable to order, on demand, which shall, when presented for pay- 
ment, purport to be indorsed by the person to whom the same 
shall be drawn payable, shall be a sufficient authority to such 
banker to pay the amount of such draft or order to the bearer 
thereof; and it shall not be incumbent on such banker to prove 
that such indorsement, or any subsequent indorsement, was made 
by or under the direction or authority of the person to whom the 
said draft or order was or is made payable either by the drawer 
or any indorser thereof.’ 

“ By the last edition of ‘ Byles on Bills of Exchange,’ the great 
English work on this subject, I find that by the law of England a 
banker who pays a draft on himself, payable to order on demand, 
need not prove the genuineness of the first or any subsequent 
indorsement. There are other authorities which, although not 
exactly in point, may not be without interest to American bankers 
issuing foreign drafts and letters of credit, and which I will here 
cite: 

“<¢Tf a bill of exchange indorsed generally, and handed over 
by a person competent to indorse it, 1s afterward stolen, and the 
thief delivers it for value to a party who receives it, without notice 
of the theft, the latter has full authority to negotiate the bill or 
sue upon it.’ (Addison on Contracts, 7 ed. p. 951.) 

“¢ A person, therefore, who receives a cheque payable to bear- 
bond fide for value, relying on the order of the party making it, is 
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entitled to recover the amount from him, although the cheque 
has been lost or stolen.’ (Addison on Contracts, 7 ed,, p. 969; 
Watson ag?. Russell, 3 B. and S., 38 S. C., 31 S., 92 B., 304.) 

“In the great case of Raphael ag¢. Bank of England, 17 C., 
B., 161, decided in 1855, it was held that one who takes a bank 
note or other negotiable security doné fide—that is, giving value 
for it, and having no notice at the time that the party from whom 
he takes it has no title—is entitled to recover upon it, even 
although he may at the time have had the means of knowledge 
of that fact, of which means he neglected to avail himself. 

“Tt will be seen that the law of negotiable paper payable in 
England protects English bankers to the utmost extent, and it 
behooves American bankers to make such arrangements with 
travelers and others taking letters of credit and drafts on Europe 
—especially on England—as will throw the risks upon the persons 
who are thus accommodated. I would not state that the law of 
England prevails on the Continent; but there is great similarity 
between the usages of British and Continental bankers. 

“But you may be assured that the commercial instruments 
above mentioned are regarded as on a par with bank-notes and 
other negotiable securities, and that American bankers must pro- 
tect themselves through an arrangement such as I have indicated.” 

It is well that the public attention has been called to this 
subject. If our bankers would save themselves all risk and anxiety 
in regard to it, they must avoid drawing “bills to order on 
demand.” For to such bills only does the statute apply. To this 
fact, as we have said, three days’ sight bills on London owe their 
popularity in this country. 
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A NATIONAL BANK. 


COMPARATIVE DEPRECIATION OF THE OLD STATE BANK PAPER MONEY 
AND THE PAPER MONEY OF THE NATIONAL BANKS. 


“ BY ROBERT MORRIS. 
To the Editor* of the Banker's Magazine: 


I have read with attention the courteous paper of Mr. Bailey, 
in reply to my proposition to consolidate the capitals of the 
National Banks in one institution. He takes no cognizance what- 
ever of its essential principle, which is expressed in the locution, 
unity versus segregation ; but his objections are directed entirely to, 
its experimental character and phenomena. 

“In chartering a bank of $500,000,000 capital,” says Mr. 
Bailey, “‘we should be entering upon an experiment far surpassing 
in magnitude any that has ever succeeded.” Is that a reason why 
it should fail? ‘The grandest achievements of human genius have 


* It is scarcely necessary to remind our readers that the BANKER’s MAGAZINE does not 
espouse the views of all its correspondents, and that the subjoined communication has a place 
in its pages, not because we indorse it or agree in all points with its writer, but because we 
wish that both sides of the controversy to which it relates may be intelligently understood and 
fairly discussed. 
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been met with the same objection. Columbus should have gone 
to the bottom of the sea; and our “Great Republic” should now 
be sleeping in the womb of Time, if this be a valid test of prac- 
ticability. There is scarcely a single enterprise of unusual “mag- 
nitude,” which has attained success, that would not have been 
abandoned in its first stages if a previous example had been 
regarded as necessary to justify it. 

Mr. Bailey’s statement of the British banking system is very 
far from presenting a correct view of its “magnitude,” as compared 
with a bank of 500 million capital. The Bank of England, instead 
of 70 million dollars, as given by him, has a capital of 88 million, 
including the surplus profits, or “rest,” which is an effective part 
of it. Besides this, London has 68 joint-stock banks, with an 
aggregate capital of 525 million dollars, of which is paid up 310 
million; also 114 banks and bankers, of which I am not able at 
present to give the capital. Besides these, there are 811 country 
banks in England and Wales; 744 banks and branches in Scot- 
land; 334 banks and branches in Ireland; and 588 colonial and 
foreign banks, with London agents. Here is a successful “ magni- 
tude,” far greater than that which I have proposed. Again, as I 
have said in a former essay, we cannot choose what our banking 
capital shall be. It is already chosen. The 500 million capital is 
already incorporated. The question for us to deal with is, how 
shall it be organized? A point suggested by Mr. Bailey, which he 
makes an objection to a National Bank, viz., that our banking 
capital will be increased by so much of the separate capitals as 
may not be joined in the consolidation, is of very great moment. 
The general ground of our commercial embarrassment, to my 
apprehension (setting aside the incongruities of organization), is the 
disproportion of base to the body of credit raised upon it. The 
superstructure totters and sways from the narrowness of its founda- 
tion. Again, if, as we believe, our National commerce is to be 
enlarged, we shall need that very increase of capital against which 
Mr. Bailey protests. Now is a critical period of our industrial 
and commercial history. We are “gislating, as Mr. Gladstone 
says, for future ages. Our great rival, England, is manifestly bent 
on the seizure of the Pacific Ocean, whose shores and islands 
contain half the population of the globe. As American steamships 
fall off here and there, for want of capital, the black hulls of 
England take their place. British merchants stand ready to buy 
up those which are forced to withdraw from any sea route; and 
from every quarter of the world comes to our ears the old song, 
“Britannia rules the waves.” Let us go on in our timid, do- 
nothing policy, leaving everything to tumble along as it can, and 
we shall wake up one morning and look out in vain for the flag 
that we saw at “the twilight’s last gleaming!” It will have dis- 
appeared, and in its place the British “bunting” will flap the 
breeze. 

Mr. Bailey objects to a single National institution, that it is not 
so well adapted to maintain an effective reserve, as a large num- 





452 BANKER’S MAGAZINE. [ December, 


ber of banks, each one of which will have its own; and with 
great fairness cites, against himself, the high authority of John 
Stuart Mill, who says: “ By disseminating the responsibility (of 
keeping a reserve) among a number of banks, it is prevented from 
operating efficaciously on any.” On the other side he quotes Mr. 
Bagehot, who says that “a main effect (of the one reserve system) 
is to cause the reserve to be much smaller in proportion to the 
liabilities than it would otherwise be,” etc. In the form that is 
generally given to the operation of “the reserve,” it is much more 
of a shadow than a reality. The only real security, at last, con- 
sists in ¢he general management of the business. Without this, no 
reserve can be maintained. With it, the reserve cannot fail. 
Nothing is easier than to “figure” a reserve in a bank account; 
and nothing more common when a bank stands in need of it. 
Two cases have recently been developed in New York Clearing- 
House banks, where the full reserve required was represented in 
the accounts, and daily redemptions maintained up to the very 
brink of hopeless insolvency. 

The greater part of Mr. Bailey’s article consists of a recital of 
the abuses of the earlier management of the Second Bank of the 
United States, by which its concerns became seriously, though not 
fatally, embarrassed. The collusion of the President of the Balti- 
more branch with George Williams, the Government Director, 
entailed a loss on the institution of three and a-half million 
dollars. But its affairs were quickly restored under the manage- 
ment of Langdon Cheves, and in 1822 its capital was intact. 
From that time forward it exerted a wide and beneficial influence 
over the business of the country, and restrained excessive credits 
and circulation by the State banks. Notwithstanding all its 
adversities the balance of good was so greatly in its favor that 
Congress in 1836 voted to renew its charter; but the veto of the 
President put an end to its existence as a National institution. 
Its relation with the State banks were maintained on a friendly 
footing throughout its career. When it first opened its door for 
business in 1817, those institutions were indebted to the Gov- 
ernment for deposits which they were unable to pay, over nine 
million dollars. The bank assumed this debt, and made it imme- 
diately available to the Treasury. During the whole period of its 
existence the State banks were largely its debtors—from 1817 to 
1835—to the average extent of three million dollars, and after that 
time of one and a-half million. 

But whatever were the abuses and faults of the institution, 
these can have no bearing on the financial policy of the present 
day. Banking, like every other kind of administrative manage- 
ment, has undergone changes for the better, of which the security 
of their notes circulating as money is, perhaps, the most material. 

There remains to notice, with a little more particularity, the 
objection that Mr. Bailey makes to the magnitude of a bank with 
a capital of 500 million dollars. The ground of the objection is 
the supposed difficulty of clerical and administrative management. 





ot 
ana 


Ee cHechecE. -hec Mh 1.- Bom om—omt™iic.| 


mai ii de ne enn os on oe ait a peek nna wAossa 2 ® Ses O 


oo ae ae 


oa 


1875.] A NATIONAL BANK. ; 453 


But the force of it diminishes as the organization of the system 
advances; and the example of Scotland, which with eleven parent 
banks, operates 744 branches, reduces it to a simple matter of 
orderly arrangement. Let the distribution be conceived, generally, 
on the following plan: 


Parent Bank at New York, capital $100,000,000 
Main branch for the Pacific Coast at San Francisco 50,000,000 
Branches at Philadelphia, Boston, Baltimore, New Orleans, St. 

Louis, Chicago, Cincinnati; seven branches of 25 mil. each.. 175,000,000 
Branches of 5 mil. each in ten cities next in grade 
Branches of 2%4 mil. in ten cities 
Branches of 1 mil. in 50 cities and towns 
Branches of 3% mil. in 50 towns 
Branches of 4% mil. in 50 towns 
Branches of % mil. in 100 towns 


This would give 278 branches, a much more manageable 
organization than the present National system with its . 2,200 
branches, of which a single office at Washington is the regulating 
head. 

The complete separation of Bank and State may be regarded 
as a foregone conclusion. Nothing but the necessities of our civil 
war, and the general ignorance of the people of the principles and 
contingencies of finance, ever could have allowed such a Gorgon 
as our National Bank system to come to its birth. Independently 
of every other consideration, its political incongruity with the 
essential principles of republican institutions ought to effect a 
speedy change. The man is blind, as a statesman, who does not 
see this. 

So far from my proposition being an “onslaught” on the 
National Bank system, as is charged by Mr. E. W., it offers to that 
system the only alternative of infinite embarrassment, loss, and 
final ruin, by the conversion of its shares from an uncertain tenure, 
already threatened with indefinite adversity, into a valid property 
under the harmonious guarantees of the supreme law of the nation, 
and the allied interests of industry and commerce. There are pro- 
found principles of our National life with which powers so capa- 
ble of abuse, so absolute in their nature, and so tempting to 
the ambition of the demagogue, as are those connected with the 
administration of our present financial system, never can be recon- 
ciled. Already this system has become a political power in Con- 
gress. Through its partisans it opposes every measure brought 
forward in that body to restore the Constitutional unit of value, 
and procures exemption from a just proportion of the burden of 
taxation. But the people are becoming awakened to its corrupt- 
ing influences. It needs no prophet to foretell the doom that is 
preparing for it. : 

Mr. E. W. disputes the accuracy of my statement in a former 
number of this MacaziNE, of the value, relatively with gold, of the 
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old ‘State bank paper money, and that of the National Banks. 
The depreciation of the former was measured by the local dis- 
count to which it was subject in the hands of travelers from one 
part of the country to another, or in remittance for the payment 
of debts. The point in issue was, whether these local rates of 
discount did not constitute essentially a depreciation, less in fact 
than that which has attached to the National currency during the 
last ten years; and consequently, whether the claim set up for the 
latter, of “uniformity in value,” was anything more or less than 
uniformity of depreciation. I gave the maximum rate of discount 
of the old State currencies at three per cent., which Mr. E. 
W. disputed, declaring that “it was often ten per cent. and 
upward.” 

A close examination of the rates of discount on the local cur- 
rencies for fourteen years gives the following averages, expressed in 
decimals: 1822, 2°72 p. c.; 1823, 2°40 p. c.; 1824, 2°11 p.c.; 1825, 
2 p. c.; 1826, 2 p. c.; 1827, 2°12 p. c.; 1828, 2 p. c.; 1832, 2°54 p. C.; 
1833, 3°18 p. c.; 1834, 2°66 p.c.; 1835, 1°92 p.c.; 1836, 1°74 p.c.; 
1837, 2°15 p.c.; 1838, 3 p.c. The general average of these years 
is 2°32 per cent. I have before me the tables referred to by Mr. 
Bailey, with the quotations for 28 years. I must presume that he 
did not consult these tables, but took his figures, second hand, 
from Mr. Gouge (a very untrustworthy source of information con- 
cerning banks); otherwise he could not have made the statement 
that “the discount was sometimes as much as 75 per cent.” Out 
of 924 quotations those extreme figures occur less than half a 
dozen times, and then have reference to “wild cat” notes issued 
by the far-off Border States of the South-West, of which the 
banks were in such poor esteem that their issues were regarded 
in the Eastern States as little better than counterfeit money. 
Neither is the statement of Mr. E. W. that “the local discount 
was often 10 per cent. and upward” sustained. With scarcely an 
exception, even the rate of ten per cent. could apply only to the 
same class of bank issues. If the old Suffolk Bank redemptions 
were consulted, it would probably appear that the quotation of ten 
per cent. did not in a single instance occur in them, showing that 
bank-notes of this class had no standing whatever in the current 
money of the time. I give Mr. E. W. the benefit of every quo- 
tation as high as 1o per cent. in the 28 years, from 1814 to 1841, 
as follows: 

There were three years, including 1814 and 1816, in which 
Boston bank-notes were quoted at a discount in Philadelphia, from 
par to 25 p. c.; notes of the State of Maine were quoted, from 
1822 to 1825, from 2 to ro p.c.; in no other Eastern State 
does a quotation of ro per cent. appear in 28 years, from 1814 to 
1841. Western Pennsylvania notes were from 3 to 10 p.c. in 
1815, from 4% to 14 p. c. in 1816, and from par to 30 p. c. in 
1818. Delaware and Maryland notes were about the same, from 
1816 to 1818. In no other of the Middle States was there a 
quotation as high as 1o p.c. in the 28 years named. Virginia 
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notes were from par to 1234 p. c. in 1814, and from 1818 to 
1820. In 1814, 1819, 1820, 1822, 1823, 1828, 1837, and 1838, 
notes of the Carolinas were from 24 to 12% p.c., and in one 
year 17 p. c. Georgia notes, in 1814, 1820, 1832 and 1833, were 
from 2 to 10 p. c.; in 1823, 2 to 15 p. c, and in 1837 to 1841, 
from 1 to 40 p. c. In Louisiana the maximum rates were from 
10 to 12% ~p. c. in 1837, 1838 and 1840; in Florida the maxi- 
mum was 20 p. c. in 1831 to 1833; and 75 p. c. in 1841; in 
Mississippi, from 10 to 30 p.c. in 1825, 1826, 1834, and 80 p. c. 
in 1840 and 1841; in Alabama, from 10 to 25 p.c. from 1826 to. 
1831, 1833, 1834, and from 1837 to 1841; in Kentucky (the worst 
of all) 10 p. c. in 1816, and from 6 to 75 p.c. from 1818 to 
1833; in Tennessee, from 124% to 35 p. c. in 1818, 1819, 1821, 
1822 to 1829 and 1837 to 1841; in Ohio, from 15 to 30 p. c. in 
1815 to 1821, and in 1841; in Michigan, 18 p. c. from 1838 to 
1841, and to p. c. in 1826 and 1827. 

I have made this abridgment in mercy to you, Mr. Editor, 
and your readers, with conscientious care; and have this to observe, 
that on the same rule that I excluded the “Black Friday” and 
war rates of the National currency, every quotation above 3 per 
cent. ought to be excluded from my comparative statement. My 
theory of a just comparison is, that abnormal influences and cir- 
cumstances of panic ought to be excluded from both, or admitted 
in both. Mr. E. W. may take his choice. The rates of the 
National currency from 1865, when the war closed, were as fol- 
lows: in 1866, from 29% to 6734 P. C5 in 1867, from 38 to 47 
p. c.; in 1868, from 32 to 43 p.c.; in 1869, from 19 to 37 p.¢.; 
in 1870, from 11 to 23 p.c.; in ” 1871, from 8 to 15 p.c.; in 
1872, from 8 to 15 p. c.; in 1873, from 6 to 19 p. c.; in 1874, 
from g to 13 p. c.; and in 1875, about an average of 15 per 
cent. 

With respect to the proportion of bank capital which has gone 
into liquidation, Mr. E. W. charges me with omitting to state 
the fact that “of the 166 banks which had ceased business 109 
had voluntarily retired from the National system and paid off 
their obligations—several of them having not even completed their 
organizations, and others retiring for the purpose of continuing 
business under the State system. He also fails to state the further 
fact, that of the remaining 57 closed banks 22 went into liquida- 
tion for the purpose of consolidating their capital and business 
with that of other National Associations, thus leaving but 35 
banks that had actually failed. These facts were all before him, 
yet he stigmatizes the whole number of closed institutions as 
‘ failures.” 

The reader will be astonished to find every one of these said 
“omissions” fully and fairly set forth in my essay at the bottom 
of page 131, in the August number of the Macazine. To retort 
the charges of unfairness, misrepresentation, want of candor, and 
so forth, preferred by Mr. E. W. with more freedom than _polite- 
ness, w will not serve any purpose of mine. The essential point that 
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I made was, that for one cause or another, a certain proportion 
of capital had been lost to the National system. If one bank 
failed, and another sold out to consolidate with a rival, both were 
equally so lost, and the presumption in the latter case is, fairly, that 
the business was not so successful as to justify its continuance 
“on that line.” By a forced construction of the words wreck and 
failure, E. W. makes them synonymous with irreparable ruin, 
whereas everybody knows that merchandise and life are frequently 
saved from a shipwreck, and that most of our now wealthiest 
merchants have passed through the experience of “ failures.” 

I bring this already too long article to a conclusion by brief 
reference to a presumption put in a negative form, that “ Mr. 
Morris might possibly contend that to-day, under a suspension of 
specie payments, State bank-notes would be but 3 per cent. below 
the price of gold.” This does not appear to me so extravagant. 
The uniform policy of the old banks, when forced into suspension, 
was to contract their liabilities, improve their resources, and push 
resolutely toward resumption. The policy of the National Banks 
is diametrically opposite. They not only do not seek to improve 
their resources to this end, but they manage successfully, so far, 
to resist all action on the part of Congress to bring about that 
desirable result. ‘They seem to hold a master position. They 
have educated the people to believe that the resumption of specie 
payments would be a calamity. They have completely justified 
the prophetic warning put forth by the New York Clearing-House 
in 1863: 

“Tt may justly be feared that these National Banks will come 
to create a powerful interest throughout the country in favor of a 
protracted suspension of specie payments, which it would be to 
their advantage to continue for an indefinite period.” 

Hence, the stubborn set of depreciation in the National cur- 
rency. Hence, the growing belief that the day of its redemption 
in specie and the day of judgment are about equally remote! 

The time has not yet come to charge the National Banks with 
any responsibility for the postponement of the return to specie 
payments. Nor is it likely, in my wiew, that it ever will come. 
The law which constitutes their charter, and determines their posi- 
tive relations, removes from them the possibility of obtaining the 
precious metals in sufficient quantity to enable them ever to 
become specie-paying institutions. The existence of the Inde- 
pendent ‘Treasury, a totally incongruous fact in our financial sys- 
tem, cuts off the commercial circulation of gold at the customs, 
and converts that article into a commodity. In the next place, 
Congress has furnished the Secretary of the Treasury with the 
means of controlling the gold market, and placed the banks in a 
thoroughly helpless position from which they cannot extricate 
themselves. I do not see how they are to assume any relation in 
the financial system to be in accord with the Government when 
the time comes to redeem the legal-tender notes. They must fall 
flat and helpless at the feet of the Treasury Department. 
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GOLD AND SILVER. 


THEIR PRODUCTION, CONSUMPTION AND AMOUNT IN USE AS COIN. 


BY A. W. P. 


Gold and silver being used as standards of value, we naturally 
inquire how much there is of these metals in use in the world, 
and what is the present rate of increase. We find computa- 
tions of the present annual production, which is set at about 
$185,000,000; of which about 70 per cent. is gold and 30 per 
cent. is silver. 

The BaNKER’s Macazine for October, 1868, in making some 
comments upon the annual report of the Land Office and the 
special reports of J. Ross Browne and J. W. Taylor, for the same 
year, has the following introductory remarks : 

“ Among the most important questions of the-day, few are 
more go than that of the past and present production of gold and 
silver throughout the world. This subject was as fully investigated 
by Baron Humboldt as the circumstances of his day would per- 
mit. Mr. William Jacob gave close attention to the details, the 
results of which were given in an octavo volume issued in the 
year 1831. Since the discovery of gold in California and Austra- 
lia, the question has assumed increased importance, and has _ been 
debated by Mr. Chevalier, Mr. McCulloch, and Mr. Newmarch. 
The critical investigation by Mr. Newmarch led to the publication 
of his views in the Journal of the (London) Statistical Society. These 
results were condensed for and published in the BANKER’s Maca- 
ZINE of the years 1862-1868. 

“Tt is well established by these writers that the production of 
both metals since the days of Columbus to the year 1804 (312 
years) was about $6,192,430,000; 1804 to 1848, $2,108,256,000; 
1848 to 1867, $2,466,140,000; grand total in 374 years, $11,766,- 
826,000.” 

Prof. William P. Blake, Commissioner from the State of Cali- 
fornia to the Paris Universal Exposition (1867), gives the follow- 
ing estimate : 

Year. 
14 to 800, amount in use 
14 to 800, production 
800 to 1492, = 45,000,000 
1492 to 1803, 5,020, 700,000 
1803 to 1848, 2,484,000,000 
1848 to 1868, 3,5 71,000,000 


Grand total $14,010,700,000 
“This,” he says, “is only an approximation, and is exclusive of 
the production of Asia, except a nominal allowance of $10,000,000 
30 
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per annum for the last twenty years, and, with one or two excep- 
tions, is without any allowance for loss in transportation or by 
wearing.” 

The difference between these two estimates is mostly accounted 
for in the difference of periods embraced; the former giving only 
the production since 1492, and the latter giving, in addition, the 
supposed amount in use in the year 14, with the production up 
to 1492. Both these estimates are apparently intended to include 
the total production, without ahowance for wear and loss. 

It is evident that the wear and loss of nineteen centuries is 
an important item in determining the quantity of gold and silver 
now in use. Economists have not wholly overlooked its impor- 
tance, but they seem to have given it less attention than the 
question of production. 

Jacob has discussed it and fixed upon a rate of loss from wear, 
which he has carried into his calculations. But he has not con- 
fined his calculations to ascertaining the amount of gold and silver 
in use. He has endeavored to show the amount of coin in use 
in Europe and America, or among commercial nations. To do 
this he has estimated the wear of coins in use, the quantity of 
precious metals used in the arts, and the quantity sent to 
Asia. Deducting these three items from the total of produc- 
tion, he obtains the amount of coin in use among commercial 
nations. 

To ascertain the amount of gold and silver in the world, in 
use for all purposes, it is not necessary to determine the amount 
used in the arts or the amount sent to Asia, and we may thus 
avoid two elements of uncertainty in our calculations. Besides, 
the quantity of coin is variable. It depends upon circumstances 
frequently changing, while the amount of gold and silver in the 
world must be the amount taken from the mines less the wear 
and loss. That which goes to Asia may be to some extent lost 
to commerce. It is not, however, destroyed. It is, on the con- 
trary, prized as highly and guarded as jealously as if in the pos- 
session of commercial nations. It probably goes to a considerable 
extent into articles of luxury for the rich, and is no more lost, 
even to commerce, than the same quantity manufactured into 
plate and jewelry in this country. It may be idle for awhile, and 
it may, if sufficient inducement be offered, again flow out into the 
channels of trade. We may well consider it as forming a part of 
the general stock upon which every nation makes its demand, as 
its needs or its tastes may dictate. 

Jacob’s calculation for wear and loss is confined to coins. 
From certain observations which had been made of the wear of 
coins by abrasion, he fixed upon a rate for the wear of gold coins, 
and also a rate for the wear of silver coins. He found that silver 
coins lost by wear nearly four times as much as gold coins for 
the same period. He estimated the value of silver coins to be 
about five times that of gold coins up to the year 1700. The 
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wear upon both gold and silver coins his computation made about 
10 per cent. in 36 years. 

From this period up to 1831, the time of his computation, he 
estimates the value of silver coins at about four times that of 
gold coins, and he ascertained the average rate of wear on this 
proportion of the two metals to be about 10 per cent. in 42 years. 
It has been thought by late writers that this is a large allowance 
for loss on coins. Dr. Farr, the distinguished English actuary, 
has made an elaborate calculation of the loss of coins by abra- 
sion in a series of coin annuity tables, in which he sets the annual 
loss on English sovereigns at 4 in 10,000, or 4-100 of one per 
cent., and on half-sovereigns at 10 in 10,000, or 1-10 of one per 
cent. He has not included silver coins in his calculations. But 
if we adopt the usual rule, and estimate the loss on silver coins 
at four times that upon gold coins, and make the computation 
for the proportion of gold and silver supposed by Jacob to be in 
use, we obtain for gold sovereigns and silver a rate of about 10 
per cent. in 71 years, and for gold half-sovereigns and silver a 
rate of about 10 per cent. in 29 years, or a mean, supposing the 
gold pieces to circulate in equal quantities, of about 1o per cent. 
im 50 years. 

This rate, it must be borne in mind, is for the loss by abra- 
sion only. There are many other losses to which coins are sub- 
ject, by fires, by shipwrecks, and by being buried or secreted 
when all knowledge of them is lost by the sudden death of the 
person secreting them. Losses of the latter kind occur to a great 
extent in times of civil commotion and wars, and under govern- 
ments which are deemed insecure. 

We have thus far considered the rate of loss upon coins. We 
have yet to consider the loss upon the precious metals in other 
uses. Not more than one-third of the stock of gold and silver is 
supposed to be coined. 

There are many purposes for which the precious metals are 
used in which the wear is much less than for coins. There are 
also many uses: in which the wear is much greater than for 
coins. Gold and silver leaf, lace and thread, fluid gilding and 
plating, present an immense surface for wear in comparison with 
their value. Gold foil used by dentists is almost entirely lost, and 
the same may be said of other uses. Small articles of jewelry are 
lost and never recovered. Watch chains and cases, studs and 
buttons, are subject to constant wear. There is also a loss in 
melting and remelting, and in all manufactures of the precious 
metals. 

The rate of loss upon the precious metals used in the arts, 
from wear, shipwrecks, fires, and other causes, does not appear to 
have been settled by any of the writers on the subject. Estimates 
have been made, but only in a general way, by estimating the 
total loss for certain long periods. It cannot, of course, be deter- 
mined with a great degree of accuracy. Yet, if we wish to arrive 
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at some rational conclusion as to the quantity of the precious 
metals now in use, we must in some way settle upon the amount 
of wear and loss; and it seems possible to arrive at more accurate 
results by first fixing upon a rate, and then making a computa- 
tion accordingly upon the quantity of the metals subject to such 
wear and loss. 

If we adopt some definite rate, and make a systematic compu- 
tation from it, we may then either increase or diminish the final 
result, as we may consider the rate too high or too low. By 
adopting Jacob’s rate, it will be generally conceded, I think, that 
a liberal allowance for loss and wear will have been made. 

The following is a computation made according to his rate, 10 
per cent. in 36 years, up to the year 1700, and ro per cent. in 
42 years, up to 1848. From this period, as the value of gold in 
use is supposed to have been at least one-third that of silver, and 
to have increased so as now to be quite equal to it, the rate 
is diminished to 10 per cent. in 50 years. 
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Brought forward $ 7,726,250,000 
Loss on $5,242,250,000 
Loss on 2,484,000,000 


1848, amount on hand 7,036,125,000 
1848 to 1868, production ($178,550,000 per annum) 3,5 71,000,000 


$ 10,607,125,000 
Loss on $ 7,036,125,000 $ 281,450,000 
Loss on 3,571,000,000 71,400,000 
— 352,850,000 


1868, amount on hand.. 32 cons ocec soce anf 10,254,275,000 
1868 to 1875, production ($184,500,000 per annum) 1,291,500,000 


$ 11,545,775,000 
Loss on $ 10,254,275,000 — 
Loss on 1,291,500,000 


1875, amount on hand $11,393,175,000 


*This is Jacob’s computation, but not strictly in accordatice with his rule. He compute 
loss on the new acquisitions only. 


t Down to this period Jacob’s estimates of production have been used. 


SUMMARY. 
GOLD AND SILVER—PRODUCTION—LOSS AND WEAR. 


JACOB’S FIGURES FOR PRODUCTION TO 1803. 
mount in use at 
Period. Production. Loss and Wear. the close of the period. 


14, amount in use.. $1,790,000,000 .. ee 1,790,000,000 
--$1,620,000,000  .. 170,000,000 

-- 345,000,000 .. 170,000,000 

- 6,290,000 .. 250,000,000 

607,500,000 .. 80,250,000 .. 777,250,000 

1,687,500,000 .. 410,000,000 .. 2,054,750,000 

4,120,000,000 .. 932,500,000 .. 5,242,250,000 

2,484,000,000 .. 690,125,000 .. 7,036,125,000 

3,571,000,000 -.. 352,850,000 .. 10,254,275,000 

1875.....-..----  1,291,500,000 .. 152,600,000 .. 11,393,175,000 


$ 15,982,790,000 ..$4,589,615,000 .. 11,393,175,000 


* Blake’s estimate. 


This gives us, stated in round numbers, a total production of 
16,000 million dollars; total loss and wear, 4,600 million dollars; 
total now on hand, 11,400 million dollars. 

It may be remarked of this summary that Jacob commences 
from the year A. D. 14, the date of the death of Augustus, with 
1,790 million dollars (358 million pounds sterling). From this 
period down to 806 he makes no allowance for production, but 
calculates the loss and wear at the rate of 10 per cent. for 36 
years. From 806 to 1492 he estimates the production sufficient 
to cover the current loss and wear. 

Prof. Blake thinks it hardly probable that there was no pro- 
duction during this long period. He is inclined to think there 
was sufficient production to cover the loss. 
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M. Bernardakis, writing from Athens, Greece, furnishes an 
article for the June number of the Journal des Economistes, Paris, 
in which he calls attention to the great number of mines opened 
and worked by the Romans. It seems highly probable that work 
in many of these mines was continued even after the fall of the 
Roman Empire. He is of the opinion that the quantity of the 
precious metals in use at the time of the discovery of America 
was not less than 1,000 million dollars. If this estimate, which 
does not appear unreasonable, be taken, it gives us, by the same 
method of computation, about 500 million dollars more, or a total 
of about 11,900 million dollars. If, in addition to this change, we 
take Newmarch’s estimate (a very high authority) for the produc- 
tion from 1848 to 1868, which he sets at $4,902,700,000, we get 
a total of about $13,150,000,000. If we consider the rate of 
allowance for loss and wear too much, we must add to the amount 
still more. 

There would seem to be sufficient reason for setting the amount 
from 11,400 million dollars to 13,150 millions, the mean being 
something in excess of $12,000,000,000, a sum which we may 
conveniently associate with the population of the world, as it gives 
about $10 to each inhabitant. 

WasuincTon, D. C., October, 1875. 


——————— 


UNIFICATION OF LAWS ON BILLS OF EXCHANGE. 


The Committee of the Association for the Reform and Codifi- 
cation of the Law of Nations on the assimilation of the laws 
affecting bills of exchange in the different countries have issued 
a report, of which the substance is as follows: 

They concur in the opinions expressed at the meeting of jurists 
(Juristen-Tag), held in the year 1870, and representing Hungary 
and the Sclavonic Provinces of Austria, and the further meeting 
held in August, 1872, in Copenhagen, at which all Scandinavia 
was represented, as also Germany and Austria. Those opinions, 
as expressed in certain resolutions passed in these meetings, are as 
follows : 

That it is highly desirable that one uniform system of laws, 
with regard to bills of exchange, should be adopted. 

That the example of Germany should be followed, which 
country assimilated the laws of the different States of Germany, 
forty in number, after a labor of nearly fourteen years. 

The committee beg to express their concurrence in the views 
thus stated. Upon the several points raised by the questions sub- 
mitted and herein referred to, the committee have to report as 
follows : 

1. That a uniform expression of opinion has been elicited from 
jurists, merchants and bankers from all parts of the world, both 
in the answers given and by correspondence; that it is highly 
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desirable that an international code for all countries, regulating the 
laws, practice and customs of bills of exchange, should be estab- 
lished, and in which views your committee concur. 

2. That as regards uniformity in the form of a bill of exchange, 
great diversity of opinion exists; that the German, including the 
Austrian and Dutch, jurists have pointed out the danger of a 
statutable (stereotyped) form; they recommend, however, the adop- 
tion of the rule that the words “bill of exchange” should appear 
on the face of the instrument, conformably with article 4 of Allge- 
meine Deutsche Wechsel-Ordnung. 

Your committee concur in this view, and do not recommend 
a given stereotyped form created by statute law, to be established 
for bills of exchange. They recommend that the distinctions 
between inland and foreign bills observed in England be abolished ; 
and also that the payee of a bill of exchange may be the drawer 
himself. That the opinions are opposed as to bills payable to 
bearer; and that, in view of the diversity of opinions, the com- 
mittee refrain from expressing any decided view. 

3. As regards the stamp or dues payable upon a bill of 
exchange or promissory note, your committee think that this ques- 
tion is not within the province for juridical discussion; that, how- 
ever, an international conference, authorized by the different 
countries, might be held to determine a uniform rate analogous 
to the recent conferences on postal regulations. 

4. The greatest diversity of opinion, it appears, exists between 
the jurists of different countries in regard to the form of the 
indorsement of bills of exchange. As a rule all the laws of those 
countries which have adopted the Code Napoléon forbid blank 
indorsements, and require that the date, name, and consideration 
be expressed. The committee, in view of the great difficulties 
involved in this question, confine themselves to recommending the 
adoption of indorsements in blank; they suggest, however, agreeing 
with the Dutch and French answers, that each indorsement should 
be accompanied by the postal address of the indorser. 

5 and 6. The universal opinion appears in favor of abolishing 
usances and days of grace, in which opinion your committee 
concur. 

7. In regard to the time and mode of presentation for accept- 
ance, the opinions vary greatly. As regards the presentation of a 
bill drawn at sight, the opinions of all favor the presentation for 
payment or acceptance within a limited time of three months, if 
drawn in any of the European States; six months if drawn in 
other continents. 

8. Notice of dishonor is, as a rule, not obligatory by the laws 
of France, Germany, Sweden, and Russia, while by the law of 
England and that of the United States notice is necessary. Hav- 
ing regard to the saving of costs, the committee recommend notice 
of dishonor in lieu of protest, to be followed by legal proceedings 
within a given period. In making this suggestion they desire to 
state that they are fully aware that the laws of France, Germany, 
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Sweden, and, in fact, of all other countries, regard protest as 
necessary. The practice and mode of giving notice or making 
protest is a matter essentially local, and is not, it is thought, a 
subject for discussion. 

g. The use of protest is all but universal, and only in the case 
of inland bills does the law of England permit any exception, 
The committee hence recommend that protest should be necessary 
before legal proceedings are commenced; that a scale of charges, 
varying according to the nominal value of the bill, be adopted. 

The German law on bills of exchange, and the Swedish and 
Austrian laws, comprise schedules of charges, which are based on 
a very moderate scale. The committee suggest for consideration 
the following tariff: 

For all bills of exchange under £40, Y per cent. 

For £40, and under £400, % per cent. 

For £400, and upward, 1-10th per cent. 

10. The rights and remedies of parties to a bill of exchange 
vary greatly in different countries, and the opinions elicited differ 
as widely. Your committee abstain for that reason from expressing 
any definite opinion until these matters have been more fully dis- 
cussed. They venture, however, to suggest as follows: 

(2) That one single action should, following the law of Eng- 
land, be allowed against all the parties liable upon a bill of 
exchange. 

(4) That it shall be obligatory to exercise the right of election 
against any of the parties to a bill of exchange within one year 
from date of protest. 

(¢) That the rules laid down by the law of Belgium, March, 
1872, be recommended as a useful basis for a uniform law in this 
respect. 

11. In regard to limitations of actions (prescription) the general 
opinion appears to be that one uniform period should be adopted. 
Your committee recommend that three years as against the acceptor 
and one year as against the other parties be adopted. In making 
this recommendation they are following the rule of the German, 
Austrian, aud Swedish law. 

12. The Ava/, or floating guarantee, unknown to the law of 
England, but generally adopted in other countries, is an important, 
and, for the purpose of British trade, may be a useful accompani- 
ment to a bill of exchange. Your committee think, hence, that 
this form of security ought to be adopted by the law of England, 
and that the rule, as laid down in the French Code de Commerce, 
ought to be accepted as the guide in framing an Act of Parlia- 
ment in regard to this instrument. 

13. In regard to lost bills of exchange, the universal opinion 
appears to be that the right of a doné fide holder for value should 
not in any way be subject to attack; that the holder should only 
be put to his proof upon evidence of fraud or gross bad faith. 
Your committee recommend that a uniformity of practice be 
adopted in case of the loss of a bill of exchange, and they recom- 
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mend the rules contained in the Belgian law of May, 1872 (Arts. 
39 and 48), as a precedent. In regard to letters of credit, circu- 
lar notes, and their loss through carelessness, and likewise the 
commission of forgeries on bankers in consequence of such instru- 
ments falling into wrong hands, your committee think that the 
data furnished have not been explicit enough to enable them to 
form any definite opinion. 

Other and important questions have been raised by Dr. Dor- 
chardt, by the Swedish, Dutch, and Belgian jurists, in regard to 
Vis major. It appears that the greatest abuse was made of the 
right to plead force majeur during the late French war. Your 
committee concur with the opinion expressed by the jurists, that 
the Vis major ought only in such cases to be allowed to be 
pleaded by way of defense where an objective hinderance has 
arisen, such as floods, or actual state of siege; and that a limit of 
time even in these cases be fixed by law. 

Your committee have also to report that attention has been 
drawn to the following matters, which have been touched upon in 
the answers. And, firstly, as to the consideration. By the French 
Code de Commerce and the English law consideration underlies the 
contract based upon a bill of exchange, while the German law is 
silent, and treats the question as a matter of estoppel; the bill 
itself, like a deed, supports the consideration. 

Further, the capacity to contract, and in whose favor and to 
what extent the deneficium should be applicable; the distinction 
between trader and non-trader—all these questions bring forward 
the more intricate matters which relate to domicile. Your com- 
mittee, in deference to those who have in their communications 
made mention of these questions, allude to them; as also to the 
complicated questions regarding security upon dishonor, interven- 
tion, the rights of parties intervening, and their legal position. 
Other points, such as Solidarité, Cession, overdue bills, and the 
equities attaching, can only be named, for your committee do not 
desire to go further than the limits indicated by the questions. 

In conclusion, your committee suggest that the Allgemeine 
Deutsche Wechsel-Ordnung and the German “ Novels,” and the 
Belgian law of May, 1872, might be employed with great advan- 
tage in formulating a draft act or law (projet de Joi), and that any 
points of conflict between the law of England and the recent 
enactments of these two countries are quite within the scope of 
practical reform. Your committee refrain from suggesting any 
definite propositions of reform; they feel that in the present state 
of inquiry the proper course to pursue is, in the first instance, to 
consider and to discuss the various points of difference, and, once 
having determined on these, to constitute an international com- 
mittee, who would frame a report for the next ensuing conference, 
embodying a draft outline of an international code for bills of 
exchange, promissory notes, and other negotiable securities, which 
range under the head of /ettres de change. 
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THE USURY DECISION OF THE UNITED STATES 
SUPREME COURT. 


The Farmers and Mechanics’ National Bank of Buffalo, Plaintiff, in 
Error, v. Peter C. Dearing. In Error to the Court of Appeals 
of the State of New York. 

’ OPINION OF THE COURT. 

SwayNE, J.—The question presented for our determination 
involves the construction of the provisions of the National Bank 
Act of Congress of the 3d of June, 1864 (13 Stat. at Large 99, 
U. S. Rev. § 5,197), upon the subject of the interest to be taken 
by the institutions organized under that act. 

The plaintiff in error is one of those institutions. The 3oth 
section of the act declares “that every association may take, 
receive, reserve, and charge on any loan or discount made, 
or upon any note, bill of exchange, or other evidence of debt, 
interest at the rate allowed by the laws of the State or Ter- 
ritory where the bank is located, and no more, except that 
where by the laws of any State a different rate is limited 
for banks of issue organized under State laws, the rates so 
limited shall be allowed for associations organized in any such 
State under this act. And when no rate is fixed by the laws of 
the State or Territory the bank may take, receive, or charge a 
rate not exceeding seven per centum, and such interest may be 
taken in advance, reckoning the days for which the note, bill, or 
other evidence of debt has to run. And the knowingly taking, 
receiving, reserving, or charging a rate of interest greater than 
aforesaid, shall be held and adjudged a forfeiture of the entire 
interest which the note, bill, or other evidence of debt carries with 
it, or which has been agreed to be paid thereon. And in case a 
greater rate of interest has been paid, the person or persons paying 
the same, or their legal representatives, may recover back, in any 
action of debt, twice the amount of interest thus paid from the 
association taking or receiving the same; Provided, That such 
action is begun within two years from the time the usurious trans- 
action occurred. But the purchase, discount, or sale of a dona fide 
bill of exchange, payable at another place than the place of such 
purchase, discount, or sale, at not more than the current rate of 
exchange for sight drafts, in addition to the interest, shall not be 
considered as taking or receiving a greater rate of interest.” 

The facts of the case are few and simple. On the 2d of Sep- 
tember, 1874, it was agreed between the parties that Dearing 
should make his promissory notes to one Deitman for $ 2,000, 
payable one month from date, and that the bank should discount 
the note for Dearing at the rate of interest of ten per cent. per 
annum. This agreement was carried out. The bank received the 
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note, and paid to Dearing the sum of $ 1,981.67. The discount 
reserved and taken was $18.33. The rate of interest which the 
bank was legally authorized to take was seven per cent. per 
annum. The excess received over that rate was $5.50. Dearing 
failed to pay the note at maturity. The bank thereupon sued him 
in the Superior Court of Buffalo. He answered that the agree- 
ment touching the discount was usurious, corrupt and illegal; that 
it voided the note; and that he was in no wise liable to the 
plaintiff. The Court sustained this defense, and gave judgment for 
the defendant. The decision was approved by the higher Courts. 

The several provisions of the section to be considered are as 
follows : 

1. The rate of interest chargeable by each bank is to be that 
allowed by the law of the State or Territory where the bank is 
situated. 

2. When by the laws of the State or Territory a different rate 
is limited for banks of issue organized under the local laws, the 
rate so limited is allowed for the National Banks. 

3. Where no rate of interest is fixed by the laws of the State 
or Territory the National Banks may charge at a rate not exceed- 
ing seven per cent. per annum. 

4. Such interest may be reserved or taken in advance. 

5. Knowingly reserving, receiving, or charging “a rate of 
interest greater than aforesaid shall be held and adjudged a for- 
feiture of the interest which the note, bill, or other evidence of 
debt carries with it, or which has been agreed to be paid thereon.” 

6. If a greater rate has been paid, twice the amount so paid 
may be recovered back, provided suit be brought within two years 
from the time the usurious transaction occurred. 

7. The purchase, discount or sale of a bill of exchange, paya- 
ble at another place, at not more than the current rate of 
exchange on sight drafts, in addition to the interest, shall not be 
considered as taking or receiving a greater rate of interest than 
that permitted. 

These clauses, examined by their own light, seem to us too 
clear to admit of doubt. But it is contended that the phrase “a 
rate of interest greater than aforesaid,” as it stands in the context, 
has reference only to the preceding sentence, which relates to 
banks where no rate of interest is fixed by law, and that hence it 
leaves the consequences of usury, where such rate is fixed, to be 
governed wholly by the local law upon the subject. 

This, in the State.of New York, would in all such cases render 
the contract a nullity, and forfeit the debt. Such the Court of Ap- 
peals held to be the law of this case, and adjudged accordingly. 

Neither of these views can be maintained. The collocation 
of the terms in question does not grammatically require such a 
construction. Viewed in this light, the phrase is as much applica- 
ble to both the foregoing clauses as to the next preceding one. 
The point to be sought is the intent of the law-making power. The 
offense of usury under this section is as great where the local law 
does not as where it does define the rate of interest. The same 
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considerations apply in both cases. Why should Congress punish 
in one class of cases, and, so far as its action is concerned, exempt 
in the other? Why such discrimination? The result would be 
that in Pennsylvania, where the contract would be void only as to 
the unlawful excess, the bank would lose nothing but such excess, 
while in New York, under a contract precisely the same, except 
as to the identity of the lender, the entire debt would be lost to 
the bank. 

The second proposition-——that the State law, including its pen- 
alties, would apply if the first proposition be sound—is equally 
untenable. If the construction contended for were correct, the State 
law would have no bearing whatever upon the case. The consti- 
tutionality of the Act of 1864 is not questioned. It rests on the 
same principle as the act creating the second bank of the United 
States. The reasoning of Secretary Hamilton, and of this Court 
in McCulloch ag¢. Maryland (4 Wheat., 316), and Osborne ag?. 
the Bank of the United States (9g Wheat., 708), therefore applies. 
The National Banks organized under the act, are instruments 
designed to be used to aid the Government in the adminis- 
tration of an important branch of the public service. They are 
means appropriate to that end. Of the degree of the necessity 
which existed for creating them Congress is the sole judge. 

Being such means, brought into existence for this purpose and 
intended to be so employed, the States can exercise no control 
over them, nor in any wise affect their operation, except in so far 
as Congress may see proper to permit. 

The power to create carries with it the power to preserve. 
The latter is a corollary from the former. 

The principle announced is indispensable to the efficiency, the 
independence, and indeed to the beneficial existence of the General 
Government. Otherwise it would be liable, in the discharge of its 
most important trusts, to be annoyed and thwarted by the will or 
caprice of every State in the Union. 

The powers of government may be divided into four classes: 
those which belong exclusively to the States; those which belong 
exclusively to the National Government; those which may be 
exercised concurrently and independently by both; those which 
may be exercised by the States, but only with the consent, express 
or implied, of Congress. 

Whenever the will of the nation intervenes exclusively in this 
class of cases, the authority of the State retires and lies in abey- 
ance until a proper occasion for its exercise shall recur. 

In any view that can be taken of the thirtieth section, the 
power to supplement it by State legislation is conferred neither 
expressly nor by implication. There was reason why the rate of 
interest should be governed by the law of the State where the 
bank is situated, but there is none why usury should be visited 
by the forfeiture of the entire debt in one State and with no penal 
consequence whatever in another. This, we think, would be 
unreasonable, and contrary to the manifest intent of Congress. 
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Where a statute prescribes a rate of interest, and simply forbids 
the taking of more, and more is contracted for, the contract is 
good for what might be lawfully taken, and void only as to 
excess. Forfeitures are not favored in the law. Courts always 
incline against them. When either of two constructions can be 
given to a statute, and one of them involves a forfeiture, the 
other is to be preferred. 

Where a statute creates a new offense, and denounces the pen- 
alty, or gives a new right and declares the remedy, the punish- 
ment or the remedy can be only that which the statute prescribes. 

The thirtieth section is remedial as well as penal, and is to be 
liberally construed to effect the object which Congress had in 
view in enacting it. Gray v. Bennett, 3 Metc. 539. In the Act 
of 1864 the forfeiture of the debt is omitted, and there is substi- 
tuted for it the forfeiture of the interest stipulated for, if it had 
only been reserved, and the recovery of twice the amount when 
the interest has been actually paid. 

In the Revised Statutes of the United States of the 22d of 
June, 1874, 1,011, the provisions of the thirtieth section of the 
Act of 1864 are divided into two sections, and the language is so 
changed as to render impossible in that case the same construc- 
tion as that of the thirtieth section, contended for by the counsel 
of the defendant in error in this case. 

In the “Act to amend the Usury Laws of the District of 
Columbia,” of the 22d of April, 1870 (16 stat. 191), it is provided 
that six per cent. per annum shall be the lawful rate of interest, 
but that parties may contract for ten per cent. It is declared in 
the last section that this act shall not affect the Banking Act of 
1864. This latter legislation shows the spirit by which Congress 
was animated in passing the thirtieth section of the Act here 
under consideration. 

This section has been elaborately considered by the highest 
Court of Massachusetts, of Pennsylvania, of Ohio, and of Indiana. 
Davis, Receiver, ag¢. Randall, 115 Mass., 547; Central National 
Bank agt. Pratt, /d., 539; Second National Bank of Erie ag¢. Brown, 
72 Penn. Rep., 209; First National Bank of Columbus ag¢. Gar- 
linghouse, 22 Ohio St. Rep., 492; Wiley ag¢. Starbuck, 44 Black’s 
Rep., 198. In all these cases views were expressed in conflict 
with those maintained in the First National Bank of Whitehall agé. 
Lamb ef al, 50 New York Rep., 100. This sadjudication con- 
trolled the result of the litigations between these parties. 

Upon reason and authority we have no hesitation in coming 
to the conclusion that there is error in the case before us. 
The plaintiff below was entitled to recover the principal of the 
note sued upon, less the amount of the interest unlawfully reserved. 

Whether he was entitled to recover interest upon the amount of 
the principal so reduced, after the maturity of the note, is a point 
which has not been argued, and upon which we express no opinion. 

The judgment of the Court of Appeals is reversed, and the 
case will be remanded, with directions to proceed in conformity 
with this opinion. 
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THE BANKERS AND BANK CLERKS’ MUTUAL BENEFIT 
ASSOCIATION OF THE CITY OF PITTSBURGH. 


The second annual meeting of this association was held on 
Monday evening, October 25, 1875, in the Exposition Building; 
President W. N. Riddle, of the Penn Bank, in the chair, and L. 
Halsey Williams officiating as secretary. It is reported to have 
been the largest as well as the most interesting meeting of bankers 
ever held in Pittsburgh. The annual reports of the Board of 
Directors, the Secretary, and the Treasurer, were read. We publish 
these in full, and are glad to place them on record. 

One of the features of the evening was the delivery of a care- 
fully prepared address by John Harper, Esq., President of the 
Bank of Pittsburgh. Short speeches were also made by Messrs. 
Robert Arthurs, President of the Fifth National Bank; W. H. 
Denniston, President of the Liberty Improvement Bank; W. J. 
Alexander, of Monongahela City, and Hon. William McClelland. 
Nearly every bank in the city was represented at the meeting, and 
the interest manifested was of such a character as to augur well 
for the future prosperity of the Association. 


The prosperity of these associations ought to interest deeply 
every bank officer and banker. They should be supported and 
encouraged in all our cities, and their influence should be felt, not 
only in the important duty of provision for the time of pecuniary 
need, but also in upholding a high standard of character and in 
stimulating the growth of mental improvement among the members 
of each. 


DIRECTORS’ REPORT. 


The Board of Management respectfully present their second 
annual report, showing the transactions of the Association during 
the past year. We cannot say your interests have been advanced 
rapidly, or that there is any marked success within the year; yet 
we can safely report that, however slow the progress has been, it 
has been in the ,right direction, with a tendency upward and for- 
ward, adding slowly to the list of membership, steadily increasing 
the fund, and, above all, having the utmost peace and harmony 
prevailing throughout the Association. 

The Secretary’s report will show a membership of one hundred 
and four. After losing one member by resignation, and several 
being dropped from the rolls for non-payment of dues, there is an 
increase of twenty-two active members since our last report. There 
have also been added to the honorary membership list: Robert 
Arthurs, Esq., President Fifth National Bank; Dr. T. H. Allison, 
President Allegheny Valley Bank, Kittanning, Pa.; J. B. Finley, 
Esq., Cashier People’s Savings Bank, and Jos. A. Herron, Esq., 
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of Alexander & Co., both ®f Monongahela City, Pa.; making a 
total of seven honorary members. 

The Treasurer’s report will show: Balance of cash on hand, 
$1,529.98; a gain of over 100 per cent. to the fund during the 
year. The expenses, outside the necessary printing and stationery, 
are simply nothing, and it is hoped the interest received the 
coming year, from the account on deposit, will pay all expenses. 

The permanent fund, constituted from donations and dues from 
honorary members, has never been separated from the regular 
account, so the Trustees have never been called upon to perform 
their duty in this regard. Several of these Trustees have expressed 
a willingness to act when called upon, and when the fund has 
accumulated they will be requested to invest these funds as pre- 
scribed in the by-laws. 

Our Association should be thankful that in the two years of 
its existence there has not been the loss of a single member by 
death; in the past year, so far as we are aware, only three have 
been seriously ill, and at this time we are not informed of a single 
one being out of employment. 

Since organizing, there have been nine meetings of the Board 
and seven of the Association. These meetings have not been 
largely attended, but it is gratifying to state that only twice have 
we failed to have a quorum sufficient to transact the regular busi- 
ness. The attendance is small, partially because a number of the 
members live out of the city, and the meetings usually being held 
in the evening, many are unable to attend. It is at all times 
desirable that there should be a full attendance, whether at meet- 
ings of the Board or of the Association; and, while recommending 
that you select those for your in-coming Board who will give their 
time and attention to the meetings, and who will do most to 
advance the best interests of the Society, would also suggest when 
there are Directors to elect, that you nominate, say nine or twelve, 
and elect from these. In this manner, all who desire to serve as 
Directors can do so in their turn. In the line of suggestions, it 
has also been recommended that the proper officers keep a book 
wherein a list may be had of all members out of situations; and 
for such each should use their influence as individuals, and the 
officers of the Association collectively should do all in their power 
in a like direction. It would seem well, also, that some provision 
be made whereby members who fall in arrears by being out of 
employment should not suffer the penalty of being dropped from 
the list. It seems a hard thing that deserving ones in prosperity 
should receive such harsh tréatment in their adversity, and because 
of their unfortunate circumstances are not able to pay, even if 
they had a desire to do so. Perhaps some plan can be studied 
out by which this can be remedied. Either by setting apart some 
part of our fund, or donating by private subscription, an amount 
for this purpose. As an Association we have never asked for 
donations from bankers or individuals outside our own members, 
but all other like societies in other cities have asked and received, 
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in some places very large, donations, and we see no reason why 
we should not ask for assistance from banks, when we would, no 
doubt, meet with a degree of success. 

At the close of this year, we desire to acknowledge our indebt- 
edness for favors received from officers of the Custom House and 
Fifth National Bank, for use of rooms for meetings; to S. Reed 
Johnston & Co., for donation of printing; to the Press of the city, 
for publishing our proceedings free of charge, and especially to the 
officers of the Tradesmen’s Industrial Institute, for free admission 
to the Exposition Building, and use of rooms for our entire Asso- 
ciation, for its annual meeting. 

Having thus briefly given the outline of our proceedings dur- 
ing these years of depression in business, particularly in financial 
matters, and at a time discouraging to all charitable undertakings, 
we can but be satisfied with the gratification of knowing we have 
established a permanent Society as the result of our labors; one 
that has for its basis sociability, charity, and the mingling together 
for good, the employer and the employed of our banking institu- 
tutions, for a common good and for one common interest. An 
Association which we hope in the near future will grow to an 
extensive one, receiving and meriting the respect of all bankers 
and the entire community, having for its highest commendation 
the work it has done. 

Respectfully submitted on behalf of the Board. 

W. N. Ripp_e, President. 





SECRETARY’S REPORT. 





Number of members at last report.........--.-.-....- 82 
PURE GUM UE GOOE os os 5.5.55.5.5550 ces s00sc0ece's 29 
— i 
I saci stn ai cit ce wk coast I 
Dropped from list for non-payment of dues.-....... boua 6 
= | 
Present number of active members............-.------ 104 
Honorary members last report....-....--...---2+----e0 3 
TRS GN IT oncic acca toca Kancccccrads cccccdsccess 
Honorary members at this date................s--00--- 7 
OCTOBER 23, 1875. L. HALsEY WILLIAMS, Secretary. 
TREASURER’S REPORT. 
Dr. Cr. 
Balance on hand per last report $703 49 Expenses paid ............. $118 88 
Received initiation fees....... 175 00 Balancein hands of Treasurer 1,529 98 
a GUGS ..0..20.2..... ‘GIg §0 —_—- 
“honorary members... 125 00 Total.............---- $1,648 86 
a ee 30 87 
TE Sas ccndccusscens $1,648 86 


PITTSBURGH, OcT. 1, 1875. O C. Camp, 7reasurer. 
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OFFICIAL CIRCULARS OF TREASURY DEPARTMENT. 


No Tax on Private Firms Who, Circulate Notes Issued by Municipal 
Corporations. 


TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, August 14, 1875. 


L. H. Mayer, Esq., Collector First District Mobile, Ala.: 


Srr: As to the question of requiring returns for the ten per cent. tax from 
wpe or firms in Mobile who receive and pay out circulating notes issued 
y that city, in reference to which I have heretofore written to you, I have to 
say that I have carefully re-examined the statutes bearing upon the question, 
as well sections 19 and 20 of the Act of February 8, 1875, as sections 3412 
and 3413 of the Revised Statutes. 

It is clear that the provisions of the Act of February 8 do not repeal any 
provisions of the Revised Statutes not inconsistent therewith, and that the 
provisions of the Revised Statutes and those of the Act of February 8, on this 
subject, are iz pari materia, and must therefore, if possible, be so construed 
as that all may stand. 

Section 19 of the Act of February 8 provides “That every person, firm, 
association other than National Bank Associations, and every corporation, State 
bank, or State banking association, shall pay a tax of ten per centum on the 
amount of their own notes used for circulation and paid out by them.’”’ This does 
not repeal anything in section 3412 of the Revised Statutes, but is in addition 
thereto. It relates exclusively to the taxation of the parties therein specified 
for issues of their own circulating notes, while section 3412 makes no express 
mention of such taxation. Said section 19 also specifies “ persons, firms,’ etc., 
which are not, co momine, mentioned in section 3412. 

Section 20 of the Act of February 8 provides “That every such person, 
firm, association, corporation, State bank, or State banking association, and 
also every National banking association, shall pay a like tax of ten per centum 
on the amount of notes of any person, firm, association other than a National 
banking association, or of any corporation, State bank, or State banking asso- 
ciation, or of any town, city, or municipal corporation, used for circulation and 
paid out by them.” 

It is claimed that the word “such” before the words “person, firm,’ etc., 
was designed to limit the class of persons, firms, associations and corporations 
taxed by section 20, to such as issue notes of their own, and are therefore tax- 
able under the preceding section; that to carry out the purpose of Congress, 
section 20 is to be read as follows: That every sueh person, firm, association 
or corporation (that is, such as are taxable under the preceding section upon 
their own issue of circulating notes), and every State bank, or State banking 
association, shall pay, etc. ; ; 

It may be urged, on the other hand, that such an interpretation would be 
in violation of grammatical rules; that the word “such” bears the same rela- 
tion to the words “State bank’’ and “State banking association”? as to the 
preceding words, although it neither is nor can be claimed to have been the 
design of Congress to make the suggested limitation in regard to State banks 
or State banking associations; and that to carry out the intention of Congress, 
the word “such” must be regarded as surplusage, not being descriptio persone 
of the classes intended to be taxed. Aah ‘ 

: In view of the fact that the leading purpose of Congress in imposing this 
heavy tax was to discourage the use of all paper currency except that issued 
by National banking associations and that issued by the Government itself, it 
seems quite probable that the interpretation which requires a tax of every per- 
son, firm, etc., that pays out the currency in question, is the correct one. It 
is, however, open to doubt, and I am disposed to give the tax-payers the bene- 
fit of that doubt. 


31 
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It is accordingly held that a tax of ten per cent. need not be required of 
any person, firm, association or corporation not engaged in the business of 
banking, unless such person, firm, association or corporation issues or pays 
out notes of its own used for circulation; but that the tax should be required 
of every National banking association, State bank, State banking association 
or banker, upon the amount of notes (including its own) of any person, firm, 
association other than a National banking association, or of any corporation. 
State bank or State banking association, or of any town, city or municipal 
corporation, used for circulation and paid out by it; and that a like tax should 
be required by every person, firm, association or corporation whatsoever which 
issues and pays out its “notes for circulation.’ 

Respectfully yours, 
D. D. PRATT, Commissioner. 


Instructions Relative to the Indorsement and Payment of Drafts of 
the Treasury and Post Office Departments. 


TREASURY OF THE UNITED STATES, 
WASHINGTON, D. C., October 22, 1875. 

Treasury or Post Office drafts must not be paid until the indorsement con- 
form to the following regulations: 

1. The name of the payee, as indorsed, must correspond in spelling with 
that on the face of the draft; no guarantee of an indorsement, imperfect in 
itself, can be accepted. If the name of a payee as written on the face of a 
draft is spelled incorrectly, the draft should be returned to the Treasury U. 
S. for correction. 

2. Indorsements by mark (X) must be certified by two witnesses. 

3. Indorsements by executors or administrators must be accompanied by 
certified copies, under seal, of letters testamentary or letters of administration, 
as the case may be. 

4. Payees and indorsees must indorse by their own hands; officials, offi- 
cially with full title; firms, the usual firm signature by a member of the firm, 
not by a clerk or other person for the firm. 

. Every indorsement must be by the proper written (not printed) signa- 
ture of the person whose indorsement is required. 

6. Powers of attorney for the indorsement of drafts in payment of claims 
must be dated subsequently to the drafts, must be witnessed by ¢wo persons, 
and must be acknowledged by the constituent before the Treasurer of the 
United States or an Assistant Treasurer; a Judge or Clerk of a District 
Court of the United States; a Collector of Customs; a Notary Public, under 
his seal; or a Justice of the Peace or Commissioner of Deeds; if before 
either of the two latter, the certificate and seal of the County Clerk as to the 
official character and signature of the Justice or Commissioner is required. If 
executed in a foreign country, the acknowledgment must be made before a 
Notary Public, with his seal attached, or a U. S. Consul or Minister. The 
official taking the acknowledgment must certify that the said letter of Attorney 
was read and fully explained to the said constituent at the time of acknowledg- 
ment.—(See section 3477 Revised Statutes.) 

7. Evidence of authority to indorse for incorporated or unincorporated com- 
panies must accompany drafts drawn or indorsed to the order of such com- 
panies or associations. Such evidence should be in the form of an extract from 
the by-laws or records of the company or association, showing the authority 
of the officer to indorse, receive moneys, etc., for the company, and giving his 
name and the date of his election or appointment, which extract should be 
certified to by the secretary or president of the company, and its seal be affixed. 
If the company has no seal, the extract should cs certified as correct by a 
notary public, or other competent officer, under his seal. Approved, October 


22, 1875. 
Wo. HEMPHILL JONES, Acting Comptroller. 
Approved : Cuas. F. CONANT, 
Acting Secretary of the Treasury. 
Jno. C. NEw, Zreasurer U. S. 





THE PUBLIC DEBT. 


PUBLIC DEBT OF THE UNITED STATES. 


Recapitulation of the Official Statements (cents omittea,. 


DEBT BEARING INTEREST IN COIN. 


October 1, 1875. 


Bonds at six per cent. ............-..--- $1,070,649,100 
Bonds at five per cent..............-.-.- 632,782,750 


$1,703,431,850 


November 1, 1875. 


--  $1,043,292,550 
-- 657,282,750 


--  $1,700,575,300 


DEBT BEARING INTEREST IN LAWFUL MONEY. 


Navy pension fund at 3 per cent......... 14,000,000 


Debt on which interest has ceased....... 20,913,950 
DEBT BEARING NO INTEREST. 


Old demand and legal-tender notes ...... $374,010,956 
Certificates of deposit 60,660,000 
PACHONAl CUIPENCY ..650..000. 555s cesescs 40,783,575 
GUN CINE oa ns caistiticdc cassmic ex 11,645,200 


$ 487,099,732 


Total debt $ 2,225,445,532 
MTT csdarcacccans aueencunes a 30,304,364 


TOTAL DEBT, principal and interest $ 2,255,749,896 
CASH IN THE TREASURY. 

CRs ccc cc cscsececssacacccssecadatceos $ 67,833,316 

Currency 4:790,352 


Special deposit held for redemption of cer- 
tificates of deposit, as provided by law-.. 60,660,000 


$133,283,669 


Debt, less cash in the Treasury, Oct. 1, 75 $2,122,466,227 


Debt, less cash  “ : Nov. 1, 75 


Decrease of debt during the past month.. $ 3,342,562 
Decrease of debt since June 30, 1875-...- 6,222,499 


Ae $ 14,000,000 
3 22,865,180 
$ 373,305,951 

pin na 
40,681,629 
15,645,100 

$ 480,512,681 


$ 2,217,953, 161 
34,844, 160 


$ 2,252,797,322 


$ 73,783,439 
9,730,671 


50,880,000 


$134,400,110 


Ha $2,118,397,211 


-- $4,069,015 
a 10,291,514 


Bonps IssUED TO THE PACIFIC RAILWAY COMPANIES, INTEREST PAYABLE 


IN LAWFUL MONEY. 


Principal outstanding...........-..------ $64,623,512 
Interest accrued and not yet paid..... — 969,352 


Interest paid by the United States 28,202,807 
Interest repaid by transportation of mails, &c. 6,396,524 


Balance of interest paid by the U.S.- $21,806,283 


$ 64,623,512 
1,292,470 


28,202,807 
6,422,701 


$ 21,780,106 
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THE PROCESS OF PARTING GOLD AND SILVER. 


The report of the Melter and Refiner of the United States Assay Office in 
this city, gives the following description of this operation: 

The bullion is — after being mixed in such proportion that the 
gold and copper shall not exceed one-third and one-twelfth respectively of its 
entire weight. About 200 pounds of these granulations, with 150 pounds sul- 
phuric acid, are placed in each of the large kettles in the separating room, 
and about 200 pounds acid added gradually, during say three hours’ boiling, 
when the resulting solution is run off by a siphon into one of the reducing 
vats on the floor below. 

Another charge of about 150 pounds acid is added to each kettle and 
heated about one and a-half hours, when it is also run off. The fire having 
been withdrawn, a third charge of acid is added, and the gold is taken out 
with perforated iron ladles, and put in four of the small kettles. In these it 
is heated in three successive charges of acid (about six hours), which are 
poured off into a large kettle in the inclosure, connected by a flue with the 
stack; and the gold is emptied into the washing-tub, where it is treated with 
one charge of cold and two of warm water. These are poured into the 
washing-jar, from which, on settling, the solution is run into the large tank on 
the floor below. The gold is emptied into one of the filters, thoroughly 
washed (sweetened) with warm water, and drained. It is boiled again (about 
four hours) in. two charges of acid, washed and drained. This process is 
repeated; when the gold is — into cakes in the hydraulic press, which 
are dried in the oven, melted in plumbago crucibles, and cast into bars of 
from 99734 to 99834 thousandths fine. The weak solution poured off the gold 
in the smaller kettles, with the third charge in the larger ones, is all used 
again as a portion of the first charge of acid for fresh granulations. 

When silver containing little or no gold is operated on, about 160 pounds 
of granulations are dissolved in one kettle, but one charge (about 400 pounds) 
of acid being required during four hours’ boiling. With baser metal the 

uantity operated on is reduced, copper requiring much more acid for its solu- 
tion than silver. 

In the silver-reducing vats, ingots or bars of copper and scrap copper are 
placed on the bottom and around their sides next the heating coils. Sufficient 
water (with the weak solution obtained in washing the gold) is run into them 
to reduce the strength of the solution from the foiling kettles to 15° to 25° 
Baumé, which facilitates the reduction of the silver, for which about four 
hours’ boiling is necessary. The resulting copper solution is run off through 
a filter into a concentrating vat. The silver remaining on the copper bars is 
scraped off, and the whole of it is taken out (copper hoes and shovels being 
used) and put in a filter. The small pieces of copper are taken out by riddling. 
About two hours’ washing with hot water sweetens it, and it is drained, 
pressed into cakes, dried, melted, and fluxed with nitrate of soda. It is then 
cast into bars of a fineness from 999 to 1,000 M. 

The solution of copper (sulphate) is strengthened by boiling about ten 
hours to about 40° Baumé, and is run off into the crystallizing vats. In from 
two to three days the mother liquor is run off into the large tank on the floor 
below, from whence it is run off into the carboys or tanks of its purchasers. 
The crystals of blue vitriol (sulphate of copper) are taken from the sides and 
bottom of the vats, drained, and subsequently redissolved in water, and run 
off, at a strength of 35° to 37° Baumé, into the crystallizing vats again. The 
mother liquor from this second crystallization is put back into the concentrating 
vat. The crystals are dried, barreled, and sold. 

If lead is present to any extent in the bullion, it is removed by cupellation 
before the metal is granulated. 

The consumption of copper in reducing the silver is greatly economized by 
melting silver deposits free from gold, and under, say, 400 M. fine, with the 
copper used for that purpose, the silver in them being obtained pure without 
a direct parting, and the copper alloy taking the place of that amount of the 
purchased metal that would otherwise be used. 
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BANKING AND FINANCIAL ITEMS. 


BANKING AND FINANCIAL ITEMS. 


THE BANKER’S ALMANAC AND REGISTER for 1876 is now in course of 
preparation, and will be issued about the end of December. Bank officers and 
Bankers are requested to advise this office immediately of any changes not 
already reported. 

Orders for the Cards of Banks and Bankers, to be inserted in the AL- 
MANAC, will be received up to December 5th. Terms, $25 per quarter page. 





THE CALLS OF 5-20 Bonps.—The Secretary of the Treasury issued on 
November Ist, the twenty-ninth call, being for $10,000,000 bonds of the Act 
of June 30, 1864, interest to cease February 1, 1876. Numbers as follows, all 
inclusive : 


Coupon Bonds, $5,000,000. Registered Bonds, $5,000,000. 
wats $50, No. 151 to No. 370 
$50, No. 3,701 to No. 4,300 aos $100, No. 1,001 to No. 2,400 
$100, No. 12,001 to No. 17,200 aie $500, No. 751 to No. 1,600 
$500, No. 18,001 to No. 22,000 -.-- $1,000, No. 4,901 to No. 8,350 
$1,000, No. 68,001 to No. 84,400 sabes $5,000, No. 2,101 to No. 3,165 


---- $10,000, No. 4,601 to No. 6,900 


On November 15th, the Secretary issued two calls, comprising all the five- 
twenty bonds necessary to complete the exchange for the final subscription to 
the five per cent. loan. This loan is now brought up to the limit fixed by 
law, five hundred millions of dollars. The thirtieth call is for $12,785,000 on 
account of the syndicate. The thirty-first is for $5,000,000 for the sinkin 
fund. The principal and interest will be paid on the 15th of February, 1876, 
on and after which day interest on the same will cease. 


Thirtieth call, Act of June 30, 1864: 


Coupon Bonds, $7,440,000. Registered Bonds, $5,345,000. 
ews $50, No. 371 to No. 525 
$50, No. 4,301 to No. 5,752. ..--. 100, No. 2,401 to No. 3,550 
100, No. 17,201 to No. 27,047 ...- 500, No. 1,601 to No. 2,150 
500, No. 22,001 to No. 26,500. .... $1,000, No. 8,351 to No. 10,968 
$1,000, No. 84,401 to No. 99,288... $5,000, No. 3,166 to No. 3,824 


--e- $10,000, No. 6,901 to No. 10,150 


The thirty-first call of $5,000,000 for the sinking fund comprises bonds 
numbered and classified as follows: 


Act of June 30, 1864. Act of March 3, 1865. 
Coupon Bonds. Registered Bonds (May and Nov.) 
$50, No. 1 to No. 550 opr $50, No. 526to 532 
100, No. 1 to No. 850 sels 100, No. 3,551 to 3,662 
500, No. 1 to No. 500 Lae 500, No. 2,151 to 481 
$1,000, No. 1 to No. 800 ara — No. 10,969 to 11,200 
Registered Bonds. pes 5,000, No. 3,825 to 3,876 


$5,000, No. 1 to No. 641 ana $10,000, No. 10,151 to 10,484 
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Of the amount outstanding, embraced in the numbers as above, $1,475,400 
are coupon bonds, and $3,524,600 are registered bonds. The calls now out- 
Standing for the five-twenty six per cents of 1864 are as follows: 





Interest ceasing December 1-....-..-.-.---- . ---- $13,000,000 
es ¢ DORE Thisckcccassneadeasacs 5,000,000 

sig © JORUMY focsecccc beseesnseuaas 5,000,000 

- “ WOMOUEY Dincccncccscneusaconas 10,000,000 

2 tC OBEORES Bon ckicccccscsonasacas 17,785,000 
NM ogi cae edna eae ciataes $ 50,785,000 


CERTIFICATION OF ‘“ RAISED’? CHECKS.—The Security Bank of this cit 
certified, and afterwards paid to the National Bank of the Republic, a chec 
purporting to be for $4,222.55. Shortly afterward it was discovered that the 
check had been drawn for only $24, the amount and the indorsement both 
being altered. The holder had purchased gold for it from Duff & Tienken, of 
Wall street, who had sent it to the Security Bank, which certified it. The 
check was next deposited in the National Bank of the Republic and was paid 
through the Clearing-House. Repayment of the difference being refused, the 
Security Bank brought suit, claiming that they were entitled to recover on a 
forged check; that they only certified to the signature, and that the signer had 
so much credit. The General Term decided that the certification was not an 
estoppel of suit, and in the Common Pleas Court a verdict was rendered for 
the plaintiffs in $5,602.60. 


Among the recent decisions of the U. S. Supreme Court, are the following: 


SURRENDER OF BILLS OF LADING.—National Bank of Commerce of Bos- 
ton vs. the Merchants’ National Bank of Memphis—Error to the Massachu- 
setts Circuit.—This case presents the question whether a bill of lading of 
merchandise made deliverable to order, attached to a time draft and forward- 
ed with the draft to an agent for collection without any special instructions, 
may be surrendered to the drawee upon his acceptance of the draft, or 
whether the agent’s duty is to hold the bill of lading until the payment of 
the draft. The Court hold that the agent cannot be held liable for a breach 
of duty in surrendering the bill of lading on acceptance of the draft unless he 
has had special instructions to retain the bill until payment of the acceptance. 
Mr. Justice Strong delivered the opinion. 


BANKS NOT RESPONSIBLE FOR MILITARY ORDERS—No. 28.—McSemore 
vs. the Louisiana State Bank—Error to the Circuit Court for Louisiana. The 
laintiff pledged certain securities in 1861 to the bank as collateral for a loan. 
he loan was not paid at maturity, and the collateral remained in the pos- 
session of the bank until it was put into liquidation by General Banks. The 
Court held that the plaintiff cannot make the bank responsible for the acts of 
the commissioners. It was shown that the pledges were taken from it by 
superior force against its will and protest. Judge Davis delivered the opinion. 


CONTRACTS IN CONFEDERATE CURRENCY.—The Wilmington and Weldon 
Railroad vs. King, executor—Error to the Supreme Court of North Carolina. 
—The company contracted for wood to be paid for in Confederate currency, 
and the question was, first, whether the contract was valid, and, second, if 
so, what should be the scale of payment. The Court hold that contracts thus 

ayable, not designed in their origin to aid the insurrection, were not invalid 
te the parties, and will be sustained, and that the true measure of value 
should be the value of Confederate currency at the date of the contract. Mr. 
Justice Field delivered the opinion. Mr. Justice Bradley dissented. 

LarRGE SCALES.—Among other improvements in the Assay Office, New 
York, is a pair of immense scales for weighing gold and other precious 
metals. Their capacity is equal to 10,000 ounces, or over $1,000,000 worth 
of gold, and the scale is sensitive to one-tenth of a grain. The balance stands 
seven feet high, with a beam five feet across. The frame and stand are of 
iron, and the beam of gun-metal, the latter having been cast and then 
hammered to an uniform density. The plates are of brass, one plate having 
a covering of steel bars to prevent wear in loading and unloading. The 
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balance rests on hardened steel knife-edges, which work on polished agate 
plates. The whole machine weighs 1,100 pounds, and rests on a solid 
granite pier built upon heavy, deeply laid foundations. The working of the 
scale is so delicate that if one end of the beam should be colder than the 
other, the consequent contraction would render the balance untrue. The cost 
of the scales is $2,000. 


ALABAMA.—In the new Constitution of Alabama there is a provision that 
all banks organized in that State must have a specie basis, and all their notes 
must be redeemed in silver or gold. Suspension of specie payments is forbid- 
den, and bank charters are granted only for twenty years. The loaning of 
the State or municipal credit to individuals or corporations is prohibited. 


CALIFORNIA.—The National Gold Bank and Trust Company of San Fran- 
cisco, having undergone a second run, again suspended on the 30th of October. 
On November 3d, the Board of Directors decided to go into liquidation and 
wind up its affairs. According to their statement, the assets more than cover 
all the liabilities. 


NEw COUNTERFEITS.—Two new counterfeit $5 bills have appeared in 
November—one on the First National Bank of Peru, Ill., well done; and one 
on the First National Bank of Galena, Ill., no such bank being in existence. 
Both are from the same plate as that on the Traders’ National Bank of 
Chicago. 

FEMALE BANK DIREcTORS.—In the BANKER’S MAGAZINE of March last, 
the election of Mrs. Lydia Bradley as Director of the First National Bank of 
Peoria, Ill., was mentioned as the first instance of the kind on record. A 
correspondent points out that, although perhaps the first published, it is not 
the first on record. The First National Bank of es Indiana, has 
two lady directors; the first, Mrs. Anna A. Daily, was elected in January, 
1868 ; the other, Mrs. E. 2: Purviance, in 1873—both continuing to hold the 
office. In the instance of this bank, the stockholders cannot do better or 
otherwise, from the fact that their number comprises only three gentlemen 
and four ladies, while the law requires not less than five directors. 


Iowa.—The Iowa National Bank, a new institution, opened for business 
on November gth, with a capital of $100,000. Its officers are: H. K. Love, 
President, and George H. Maish, Cashier. New York correspondent, the 
National Park Bank. 


BowLes BROTHERS.—In the London Court of Bankruptcy an application 
was made on November 8th for a confirmation of the scheme of settlement 
arranged among the creditors of Bowles Brothers, the American bankers. 
This scheme involves the amalgamation of all the assets into a common fund, 
and the resumption of business by Charles Bowles under the style of ‘‘ Bowles 
Brothers & Co.,’’ he giving bonds for the full payment of the debts, and all 
opposing litigation to cease. The Registrar made an order subject to the 
production of a deed embodying the terms of the arrangement and the form 
of the proposed bond. 


MICHIGAN.—A bold and successfnl burglary was committed on the First 
National Bank of Monroe, Michigan, early on the morning of November 24th. 
The watchman was bound and gagged; the outer doors of the safe were blown 
off, and an entrance obtained to the inside safe by prying open the inner 
door with wedges. Between $17,000 and $18,000 were obtained. Five or six 
men participated in the robbery, some of whom remained outside on guard. 
An adjourning office was entered by some of the parties and the inmates kept 
quiet by having pistols presented at their heads. The explosion which blew 
off the outer doors of the safe was very heavy, and burst out the windows and 
made a complete wreck of the room. The officers of the bank have offered a 
reward of $2,000 for the capture of the robbers, who escaped as usual. 


NEVADA.—A new bank has been organized at Carson City, called the Car- 
son City Savings Bank. The officers are: George Tufly, President; George 
B. Hill, Cashier. Capital, $100,000. New York correspondent, Messrs. 
George Opdyke & Co. 
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West INpIEs.—The Colonial Bank in St. Thomas is winding up its affairs, 
as the business it is doing at that Fao (where great German houses do so 
much banking for others) is not sufficiently remunerative. 


A DiscounT REGISTRY.—A new idea has been brought forward to guard 
_ the evils arising from “bad paper” being thrown into the market. A 
“bank manager,’ who is stated by the city editor of the Montreal Times to 
be the manager of one of our leading joint-stock banks, suggests a plan by 
which, in his opinion, the desired end may be attained. e proposes to 
establish a clearing discount establishment, organized on the same principle as 
the bankers’ clearing-house, and that all bills discounted or advanced upon by 
bankers or brokers should be registered daily through the books of the said 
clearing-house by slips supplied by the different members, and that each mem- 
ber should have the exclusive privilege of ascertaining at any moment the 
total amount for which any firm is liable. This would, no doubt, have a very 
considerable effect; but the question remains unanswered, whether such a 
scheme would not be found impracticable, as involving too great an amount 
of publicity for such transactions.--Monetary Times, Toronto. 


CANADA SAVINGS BANKS.—In the Maritime Provinces financial distress 
among the classes who use the Savings Banks as their strong box cannot be 
very great, as the falling off in deposits is not more than ten per cent. over 
last year. The October returns of the Halifax branch show the deposits to be 
$ 43,500 in 1875, while in the same month of 1874 they were $48,800. The with- 
drawals, which were $59,000 in 1874, are $54,500 in 1875; and the amount 
invested in five per cent. stock is $10,400, or $3,400 over October of last 
year.—Jbid. 


Canadian Counterfeits.—Intimation 1s given by the Bank of British North 
America that there are in circulation counterfeit $5, $10, $20, $50 and $100 
notes on the branches in St. John, St. Stephen and Halifax. 


A Curious Lonpon Bank.—In our July number appeared some interesting 
reminiscences, under the head of “ Banking in the olden time.’”? Some further 
— in the house therein particularly referred to, are given by the 

mdon correspondent of the Liverpool Journal, who says: “There has 
lately been a considerable commotion in one of the most curiously conducted 
business concerns in London, or perhaps in the world. I mean the bank of 
Childs & Co., in Fleet street. This, as your readers may have heard, is 
the establishment which, I suppose, for more than a hundred years, has used 
the upper part of Temple Bar as a muniment room, where many notable 
autographs and account-books, having historical associations, were to be seen 
by the curious. The singular thing about the bank, however, is its constitu- 
tion. Originally it was founded by the Jersey family, and the head of that 
house has, I believe, always retained partnership, but the other partners are 
taken from among the clerks on a sort of tontine principle, so that every clerk 
who enters ihe bank must, if he lives long enough, become a partner. As 
this is a step from hundreds a year to thousands, one might suppose the 
effect would be somewhat remarkable. Human nature is, perhaps, bad 
enough to warrant one in supposing that the clerk next in succession might 
be tempted to place the partners as much as possible in cold drafts, or to 
beguile them into unhealthy ways of life. At the very least, there must be 
a rather morbid interest in the bodily state of these old gentlemen, and, when 
one of them is absent on account of ill health, the throbbing of expectancy 
must become almost unbearable. Of late there have actually been, either b 
death or removal, four successive retirements from partnership, following pn | 
other very closely. The glee of the juniors, under such circumstances, must 
have been well nigh uncontrollable. Any one who was privileged to tell the 
secrets of the bank might make a very good magazine article out of its various 
old-fashioned ways. It is only comparatively lately that engraved checks were 
introduced. Until then, it was always usual for ladies and gentlemen, who had 
accounts at the bank, to write their drafts on plain paper. There are prob- 
ably few business accounts kept at such an establishment, and, I dare say, 
old-fashioned and aristocratic connections of the bank like it all the better for 
its Old World peculiarities.” 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List; continued from November No., page 402.) 


NOVEMBER, 1875. 


Place and Capital. Bank and President. N. Y. Correspondent and Cashier. 

Santa Cruz.... Bank of Santa Cruz J. & W. Seligman & Co. 
L. Heath, Pr. E. J. Fox, Cas. 

Forsyth W. T. Maynard & Co Fourth National Bank. 


Grayville Grayville Banking Co Winslow, Lanier & Co. 
Englewood ... L. W. Beck John J. Cisco & Son. 
Kinmundy .... Farmers & Merch. Bank... Importers & Traders’ Nat. Bk. 


Terre Haute... P. Shannon (None.) 
Bouslog & Co (None at present.) 
Tipton County Bank Third National Bank. 


... Des Moines... Iowa National Bank National Park Bank. 
$57,250 Henry K. Love, Pr. George H. Maish, Cas. 


.... El Dorado Exchange B. of El Dorado. Donnell, Lawson & Co. 
Lancaster..... Deposit Bank 
...++ Waterville Merchants’ National Bank. 
$ 50,000 John Ware, Pr. George H. Ware, Cas. 
...« St. Louis Harrington, Saviers & Co. George Opdyke & Co. 
.... Mt. Pleasant .. J. R. Smith & Co Ninth National Bank. 


Marshfield Webster County Bank..... Donnell, Lawson & Co. 
Joseph Wisby, Pr. W. F. Thompson, Cas. 


.... Carson City... Carson City Savings Bank. George Opdyke & Co. 
$ 100,000 George Tufly, Pr. George B. Hill, Cas. 


.... Lancaster Henry O. Kent Tower, Giddings & Co., Boston. 


..-. Belfast James M. Davis Ninth National Bank. 
.... Chatham Vill'e State Bank Importers & Traders’ Nat. Bk. 
George L. Morris, Pr. Samuel Moffat, Cas. 
.... Waverly Citizens’ Bank Central National Bank. 
J. T. Sawyer, Pr. Moses Lyman, Jr., Cas. 
Oun10... Li Baxter Brothers & Co National Park Bank. 


*« .,. Rushsylvania.. Farmers’ Bank Ninth National Bank. 
Samuel Stewart, Pr. John McCulloch, Cas. 


Penn... Lehighton .... First National Bank 
$ 30,000 Daniel Olewine, Pr. W. W. Bowman, Cas. 


S. C.... Walhalla Bank of Walhalla National Park Bank. 
Samuel Lovingood, Pr. W. C. Ervin, Cas. 


Rollins Brothers & Co. 
— —— 


Berc’s TIME CALCULATOR.—This is an ingenious and effective arrange- 
ment for ascertaining the maturity of paper, or the number of days contained 
between two different dates. A movable disc, on whose rim are each month 
and its days, revolves in a stationary frame. On the latter are indicated, by 
their consecutive numbers, all the days of the year. The price is $3. Orders 
may be addressed to this office. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List ; continued from November No., page 403.) 


NOVEMBER, 1875. 


Name of Bank. Elected. In place of 

. Bank of San Luis Obispo C. H. Phillips, Pr E. W. Steele. 

wae > « “ E. J. Smith, Cas C. H. Phillips. 

. City Bank, New Haven George W. Curtis, Pr.. E. C. Read. 

. Bank of Smyrna, Smyrna Geo. H. Raymond, Pr. A. Stockley. 

. City Bank, Macon .. John J. Gresham, P?... C. A. Nutting. 
Exchange Bank, Macon John C. Curd, Pr S. G. Bonn. 
Planters’ Banking Co., Macon... T. H. Willingham, Pr.. W. J. Lawton. 
— oe pe Griffin Samuel Bailey, Pr..... W. M. Bates. 

oe sis W. M. Mitchell, Cas... J. S. Jones. 
. First National Bent, Princeton... Frank Gould, Cas W. W. Ferris. 
. Central Bank, Indianapolis J. A. Wildman, Cas.... C. B. Cones. 
... Lafayette Savings Bk., Lafayette. C.S. Warner, Sec W. S. Peckham. 
.. Hartford City Bk., Hartford City. E. T. Chaffee, Cas H. S. Bradley, Jr. 
... Citizens’ Bank, Connersville William Huston, Pr.... S. Scofield. 
ick os “ as J. N. Huston, Cas. W. H. Wherrett. 
... Citizens’ Bank, Anderson Thos. McCullough, Pr. 
. People’s Bank, Bedford W. C,. Winslandley, Pr. M. A. Malott. 
dais sig 3g as Thomas H. Malott, Cas. W. C. Winsland- 
. Lake City Bank, wee Hudson Beck, Pr J. McMurry. [ley. 
Sina ” ag John H. Lewis, Cas.... J. B. McMurry. 
. First National Bank, Newton .... William Vaughan, Pr.. J. Long. 
- - ‘* Grinnell .... Alonzo Steele, Pr T. Holyoke. 
- sie = - .ees Chas. H. Spencer, Cas. H. Lawrence, 2. ¢. 
. Citizens’ Bank, Prairie City J. W. Deweese, Pr.... A. Rosecrans. 
i - ” - J. B. Roach, Cas J. B. Haddock. 

. Neodesha Savings Bk., Neodesha John H. Gray, Pr J. V. Pierce. 
Madison National Bk., Richmond D. A. Chenault, Pr.... T. S. Brewster. 

. Second National Bank,}Bangor... Nathan C. Ayer, Pr.... G. K. Jewett. 
Eastern Bank, ‘* ,.. Chas. W. Roberts, Cas. E. Clark, Acting. 

. First Nat. Bank, Yarmouth Port. William P. Davis, Cas. A. Otis.* 

.. Ocean Nat. Bank, Newburyport. Charles Lunt, Pr. W. Cushing. 

. Lenawee Co. Savings Bk., Adrian William Dutton, Pr.... E. L. Clark. 

.. Merchants’ Nat. B., East Saginaw Henry C. Potter, V. Pr. J. F. Brown, Pr. 

. First National Bank, Owatonna.. C. J. Kinyon, Cas D. S. Kinyon. 

.. Far. & Merch. S. B., Minneapolis Levi Butler, Pr A. D. Mulford. 

- Bank of Commerce, St. Louis... C. B. Burnham, Pr.... H. S. Reed. 

. Guardian Savings am, St. Louis Patrick Burns, P7...... B. J. Reilly. 

‘ies = ” * J. A. Bailey, Cas 

. Hibernia Savings Bank, “ John J. Mitchell, Pr.... R. P. Tansey. 
Market Street Bank, " Frank H. Dietz, Cas.... G. A. Spannagel. 

. U.S, Savings Institution, Jacob Tamm, Pr. C. H. Teichmann. 

ies - oe Charles Kern, Cas L. Schmidt. 

... West St. Louis Sav. Bk., L. G. Holthaus, Pv..... H. T. Wilde. 

... Bank of St. Louis, August Bock, Cas W. F. Dieterichs. 
.... The Bank of the West, George F. Dittmann, Pr. W. Meyer. 

... Missouri Valley Bank, R. T. Jenkins, Pr E. H. Brooks. 
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Name of Bank. Elected. In place of 
. First National Bank, Clinton.... A.C. Avery, Pr 
Sain ee " - “4... W. D. Tyler, iCas 
.-. Marion Co. Sav. Bank, Palmyra. V. Suter, Pr T. E. Thompson. 
... Bank of Holden, Holden J. G. Cope, Cas. J. M. Smith. 
... State Bank of Neb., Omaha City. Frank Murphy, Pr A. Saunders. 
. Dartmouth Nat. Bank, Hanover. John W. Loveland, Pr. D. Blaisdell. 
..» American Trust Co., Newark.... Daniel M. Lyon, Pr.... J. McGregor. 
... Central National Bank, Rome.... Samuel B. Stevens, Pr.. J. T. Miner. 
... First National Bank, Rhinebeck.. James H. Thorn, Cas.. W. M. Sayre. 
... Schenectady Bank, Schenectady.. Abm. B. Van Vorst, Pr. J. Cady. 
... Chautauqua Co. N. B., Jamesto’n F, B. Farnham, Cas.... D. N. Marvin. 
.. Phenix Bank, Phenix G. G. Breed, Pr. 
. Fayette Co. N. B., Wash. C. H.. S. N. Yeoman, P”...... A. C. Johnson. 
.. Commercial Bkg. Co., Alliance.. R. W. Teeters, Cas. 
.. Ashtabula Loan Asso., Ashtabula Lorenzo Tyler, Pr F, Silliman. 
.. Central Bank, Columbus W. H. Richards, Cas... L. C. Bailey. 
.. Farmers’ Bank of Mt. Sterling... J. G. Loofbourrow, Cas.tE. R.f Johnson. 
.. Piqua National Bank, Piqua H. G. Greenbaum, Cas. J. G. Young. 
.. Portsmouth Nat. Bk., Portsmouth John G. Peebles, Pr.... G. Johnson. 
.. Union Deposit Bank, Steubenville W. A. Walden, Pr 
- North S. F. & Safe D. Co., Phila. Jos. N. Peirsol, Pr..... D. M. Fox. 
.. Merch. & Manf. N. B., Pittsburgh William Rea, Pr R. H. Hartley.* 
.. City Dep. B. & Trust Co., ‘ Thomas Brown, Pr.... J. I. Marchand. 
.. Pittsburgh Savings Bank, ‘ I. T. Stockdale, Pr..... W. J. Kountz. 
.. Bank of Brandywine, Westchester William J. Dingee, Cas. 
.. Workingman’s Sav. B., Allegheny George L. Walter, Cas. J. L. Buerkle. 
.. Franklin Co. Bank, Chambersb’g Wm. L. Chambers, Pr. C. McKibben. 
.. Jamestown Sav. Bk., Jamestown. I. H. Moorhead, Cas... I. W. Worrell. 
.. Dime Savings Bank, Lebanon... A. R. Boughter, P7..... H. T. Hoffman. 
.. Br. Juniata Valley Bank, Newport George Jacobs, Pr J. Pomeroy. 
.. Newport Deposit Bank, - J. M. Wright, Cas. I, Wright. 
.. People’s Sav. Bk., Monongahela. James Sampson, Pr.... A. C. Sampson. 
.. Merch. & Mech. Bank, Scranton. E. Phinny, Pr.......... J. Handley. 
.. Scranton S. B. & Tr. Co., “* E. N. Willard, Pr. J. Handley. 
.-. State Bank, Providence James F. Gilmore, Pr.. J. P. Meriam. 
. Bank of Marion, Marion D. C. Waddell, Cas.... J. D. Cumming. 
First National Bank, Columbia.. J. M. Towler, P J. Frierson. 
.. State National Bank, Memphis... J. A. Hayes, Jr., Cas... J. J. Freeman. 
.. Mech. & Traders’ Bk., ‘*  ... J.C. Griffing, Cas J. A. Hayes, Jr. 
. Shelbyville Sav. Bank, Shelbyville Thos. H. Coldwell, Pv. W. Gosling. 
Texas Bkg. & Ins. Co., Galveston S. H. Kimball, Cas A. Lauve. 
... F. & Mech L. & Tr. Co., Norfolk B. A. Marsden, Cas.... C. Hardy. 
. Bank of Portsmouth, Portsmouth. B. A. Armistead, Pr.... G. W. Grier. 


Morgantown Bank, Morgantown. James Evans, Pr....... W. Price. 


. German Bank, Wheeling L. J. Bayha, Cas. O. Gemmer. 
* Deceased. 


a oe 


FRACTIONAL NoTES.—The issues of three and five cent fractional notes 
eeased in April, 1869. At that time there had been issued $602,000 of the 
denomination of three cents, and $5,700,000 of the five-cent series. Although 
more than six years have elapsed, there are still outstanding $92,000 in three- 
cent notes, and more than $1,870,000 of the five-cent issue, most of which 
must have been lost or destroyed. 
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OFFICIAL BULLETIN OF NEW NATIONAL “BANKS, 
Authorized October 20 to November 24, 1875. 


. Capital. ——, 
President and Cashier. Authorized. Paid. 
John Ware 


George H. Ware. 


No. Name and Place. 
2306 Merchants’ National Bank, 
Waterville, ME. 
2307 Iowa National Bank, 
Des Moines, IOWA. 
2308 First National Bank, 
Lehighton, PENN. 


$ 50,000 


George H. Maish. 


Daniel Olewine 
W. W. Bowman. 


50,000 
30,000 


ne 


DISSOLVED, DISCONTINUED, OR CHANGED. 


(Monthly List, continued from November No., page 404.) 


W. G. Swannell, Kankakee ; failed. 
T. W. Haymond & Co., Kinmundy ; succeeded by Farmers & Merch. Bank. 
. State N. B., and J. P. Ennis & Co., Topeka; consolidated as State Sav. Bk. 
. German Savings Bank, Leavenworth ; now German Bank. 
- Ottawa Bank, O¢/tawa ; merged in First National Bank. 
.. Tawas Banking Co., Zast Tawas ; discontinued. 
... Collection B. of Bay City ; changed to Collection & Deposit B. of Bay City. 
.. E. B. Eddy, Plainview ; succeeded by the Plainview Bk. of Eddy & Erskine. 
. Bank of Duluth, Duluth ; suspended. 


... Farmer Brothers & Easton, Spring Valley ; succeeded by Farmer & Easton. 
... Jasper County Bank, Carthage; discontinued. 
.. Chandler & Rockwell, Union ; succeeded by M. C. Rockwell & Co. 
.... Barnes, Stark & Munroe, Oneida; succeeded by E. C. Stark & Co. 
. Rountree & Webb, New Berne ; succeeded by R. H. Rountree. 


OunIo... First National Bank, 7ifin ; suspended. 

‘* ,.. Madison County Bank, London, closed. 
PENN... Souther, Willis & Souther, Ridgway; succeeded by Ridgway Bank. 
TExXAS.. Latimer & Chancellor, Znnis ; succeeded by Mark Latimer. 


— ———_.-sK— 


THE PREMIUM ON GOLD AT NEW YORK, 


OcToBER—NOVEMBER, 1875. 


1874. Lowest, Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, NOVEMBER 23, 1875. 


Exchange on London at sixty days’ sight, 4°83% a 4°87%4, in gold. 


At the Stock Exchange, the opening of the Fall trade, as was anticipated, 
has caused considerable movement. The dullness of general business and a pre- 
vailing uneasiness in regard to the intentions of Congress in regard to the cur- 
rency, have tended, with other causes, to contract the volume of business done. 
Still, there has been a lively, though intermittent activity. 

The market for the Government Securities has been active, both for speculation 
and for investment. The closing up of the new fives, and the call just made by 
the Treasury for $17,785,000 of five-twenties, has developed a new movement in the 
foreign demand, which has also received considerable impulse from recent events 
in Europe. The demand fully equals the offerings. The outstanding calls which 
have been issued up to this date will absorb all the five-twenties of 1864, with 
$1,975,400 of the old 1865's. In the debt statement at the beginning of this month, 
the Treasury reported 56 millions of 1864 bonds outstanding. Of these the regis- 
tered bonds were 24 millions, and the coupon bonds 32 millions. These 1864 bonds 
will all disappear from the schedule of the public debt on the 24th of February, 
1876, when the thirty-first call expires. The next bonds in order are the old 1865's. 
These will be called next. Indeed, the present call takes, as we have said, nearly 
two millions of them. The aggregate of these bonds was reported on the tst 
November, at $33,849,950 registered, and $118,684,400 coupons. Most of the 
coupon bonds of this description are believed to be held abroad. In the market 
for State bonds, little is doing. Railroad bonds are less in demand for investment 
than they were some weeks ago, but the late dullness is passing off. In rail- 
road shares there has been a fair volume of business, the market closing steady. 
Subjoined are our usual quotations: 


QuoTaTIONs: Oct. 27. Nov. 3. Nov. 9. Nov. 16. Nov. 23. 

116 és 115% “a 114% Sm 114% bg 114% 
U. S. 5-208, 1867 Coup. 120% a 120% oe 120¥% os 121% re 122% 
U. S. new Fives Coup. 117 oo 115% oe 115% i 116% ji 116% 
West. Union Tel. Co.. 76% as 75% oe 76% te 75% ie 75% 
N. Y. C. & Hudson R. 104% ae 104 ee 104% ee 104% or 105% 
Lake Shore........... 624% a 61% . 62 oa 61% es 61% 
Chicago & Rock Island 103% we 103% oe 104% os 104% as 105% 
New Jersey Central... 106 os 105 on 104 - Se <a 105% 

i 18% re 17% ba 17% as 15% as 15% 
Union Pacific me 65 se 66 ais 72 Pe 724% 
Bills on London 4-7844.79 .+4.8034a4.8134 .. 4.8134a4.82 .. 4.833404.84 4.83% 04.84% 
Treasury balances, cur. $53,915,926 -. $52,599,339 -- $53,117,014 .. $44,746,512 .. $44,139,877 

Do. do. gold 40,555,373 -- 41,702,338.- 41,596,225 .. 42,851,638 .. 42,188,821 
Call loans 3@4 a 3a7 -. 2%a3% .. 343% ~—«C«‘(w 304 
627 oe 6a7 oe 6a7 ee 6a7 oe 6a7% 


The general movements of business are encouraging. The foreign exports of 
breadstuffs and of other produce are larger, and the disposition on the part of the 
farmers to send forward their crops is improving. The consequence is that more 
money is put in circulation among the people, old debts are being paid off, and 
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an impulse is being communicated to various parts of the industrial and commercial 
machinery, which have been too long quiet. Still, complaints are frequent that 
much of the business now going on is done at a loss. Longer credits are also 
being offered with a view to induce purchases and stimulate business. Yet, not- 
withstanding these drawbacks, the course of trade certainly offers a larger number 
of encouraging features than have appeared for some time past. 


Gold has fallen, as was in some quarters expected. The price now continues 
fairly steady, and the market quiet. The German Government has just bought 
$ 20,000,000 of gold in the London market. It would seem from the decline of the 
Bank of England rate last Thursday to 3 per cent., that the German demand for 
gold is believed to be about over for the present. If so, one of the forces operating 
here to keep up the premium will be removed. In this market, however, some of 
the shrewdest bankers are said to be looking for a higher price of gold. But 
with specie payments approaching, we ought to see a gradual decline of gold, 
except special extraneous causes should combine to snpport it. The great fire at 
Virginia City was one of these special causes, and it was expected to disturb the 
gold market for a long time to come. But its effects were very slight, and it soon 
ceased to have any influence in the market. The efforts of the gold clique have 
also apparently ceased for the present. The carrying rate is from 1 to 3 per cent., 
and flat. The supply of cash gold for,delivery is more ample, as the payment of 
the bonds for the sinking fund has drawn some gold out of the Treasury. 

The money market offers several features of interest. As stated above, the 
Secretary of the Treasury has negotiated the last installment of the new five 
per cents. The aggregate of these bonds is five hundred millions, and the por- 
tion negotiated by Mr. Bristow has been sold to the syndicate at par in gold, 
minus % per cent. commission. Elsewhere we give the particulars of the thirtieth call 
and the thirty-first call of bonds, the former of which closes up the syndicate account, 
while the latter is for the sinking fund. It is reported from Washington that the 
Secretary will sell to the syndicate three hundred millions of 44% per cents. about 
the beginning of next year. But a dispute has arisen as to his power to do so 
under the existing laws. When the funding act of July, 1870, was passed, it was 
originally intended to authorize no bonds but four per cents. Mr. Boutwell and 
others contended that at four per cent. in gold our whole debt would be refunded. 
To aid in starting a negotiation, however, Congress authorized 200 millions of 
fives, and 300 millions of four and a-half per cents. These bonds were anthorized 
with 1,000 millions of four per cents., and it was thought that perhaps the whole of 
the fours could be negotiated at par without calling in the aid of the higher class 
of bonds. This expectation was disappointed. The Franco-German war broke out 
and disturbed all our plans for negotiating our bonds in Europe. Still, something 
was accomplished, and the proposition was made that Congress should increase the 
five per cents. to 500 millions of dollars. This was done in the Act of 2oth Jan- 
uary, 1871, which provided, however, that the total amount of bonds (1,500 mill- 
jons) provided for in the Act of July, 1870, should remain as before, and that the 
new act should not be construed to authorize any increase. Now the question is 
raised whether Congress intended to substitute these new fives for the old four per 
cents. or for the four and a-half per cents. The prevailing opinion seems to incline 
to the latter alternative, inasmuch as the purpose of the legislation would otherwise 
be sacrificed. This purpose was to negotiate the 1,000 millions of fours, no part of 
which could be curtailed or sacrificed without giving up the principle on which this 
funding legislation was based. As the money markets of Europe are now in a 
more receptive condition for our Government bonds, there is considerable reason to 
believe that a four per cent. long bond would sell in Europe if properly presented 
To this belief is due the firmness and activity of United States securities in Wal 
street. 
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A second topic which is anxiously canvassed at the Stock Exchange is the sensa- 
tional rumor of possible war with Spain. How far the current report is fostered 
for speculative purposes, it is impossible to say. There is, however, very little 
serious apprehension, as is proved by the fact that gold has shown remarkable 
steadiness and freedom from perturbation. Some of the contractors, it is said, are 
anxious to have a few millions spent upon the navy, while a number of speculative 
gentlemen who hold Cuban bonds hope to stir up a demand, and to increase the 
chances of selling them. To these and similar motives operating at Washington 
and elsewhere, the efforts have been in part ascribed which have lately stirred 
up the excitement about the Spanish difficulty. 

Another point of monetary importance is the reduction of the Bank of England 
rate to 3 per cent. This change is expected to operate favorably upon the foreign 
exchanges as well as upon our money market. At least it indicates the monetary 
ease which prevails in the European markets, and the plethora of capital there. 

In consequence of these and similar forces operating to give ease to the 
monetary situation, there has been a decided relaxation in the tone of the market, 
without, however, much change of rates. * Call loans range at 3 to 5 per cent., 
with exceptional transactions at 6 per cent. Most of the Stock Exchange business 
is now doing at 3 to 4 per cent.; on Governments money has been offered at 3 per 
cent. for 60 days, and on stock collaterals at 4 per cent. For discounts the rates 
are firm, at 6 and 7 per cent. for first-class names. ‘The bank averages show the 
effects of a wholesome drain of currency to the West and South to move the crops. 
Hence the deposits and the legal-tender reserves are lower. The New York bank 
statements compare as follows: 


Legal 
1875. Loans. Specie. Tenders. Circulation. Deposits. Exchanges. 
Nov. 1.....$275,914,900 .. $9,920,900 .$ 53,455,400 - $17,997,700 . $ 221,076,200 . $448,669,059 
° 8.... 276,575,800 .. 13,245,500 .. 51,314,500 .. 18,039,400 .. 221,931,200 .. 478,100,493 
“ 15..-+ 273,891,600 .. 14,409,400 .. 48,951,500 .. 18,145,100 .. 218,517,300 .. 415,380,336 
22.... 272,697,400 .. 15,712,000 .. 47,987,300 .. 18,449,400 .. 216,131,800 .. 416,908,559 
The Boston Clearing-House statements compare as follows: 


“ce 


Loans. Specie. Legal Tenders. Deposits. Circulation. 
136,702,500 ... 582,800 ... 10,073,400 ... 82,804,100 ... 25,280,300 


136,485,800 ... 772,100 ... 10,157,700 ... 83,902,700 ... 25,398,100 
137,586,600 ... 781,300 ... 10,077,700 ... 83,285,300 ... 25,502,800 


The Philadelphia statements are as follows: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
61,733,716 ... 146,212 ... 13,556,126 ... 48,552,980 ... 10,802,779 
61,278,758 ... 256,015 ... 13,512,725 -.- 47,498,768 ... 10,689,846 
60,894,516 ... 231,992 ... 12,947,243 «-- 47,227,640 ... 11,638,352 


Some surprise has been expressed among the banks of this city at the proposi- 
tion of the Tax Commissioners of the State of New York, about the new scale of 
assessment. There is, however, no novelty about the scheme, as it has been long 
proposed. What the Commissioners want to do is to tax the surplus of the banks 
as capital. These officers affirm that the surplus of such an institution as the 
Chemical Bank of this city is virtually its capital, and that the bank gets considera- 
tion and credit from the people on account of the surplus, just the same as if it 
was capital. The Commissioners argue, therefore, that it is their duty, in assess- 
ing each holder of bank shares, to make the assessment not on the par value of 
the stock, as has been the custom for years, past, but on the value of the shares as 
determined by the report of surplus fund accountZas shown by last sworn statement 
of the bank. In support of this claim they cite a decision of the Supreme Court 
of this State in a case between one of the Albany banks and the tax assessors of 





488 BANKER’S MAGAZINE. [ December, 


that city. The banks, on the other hand, claim that under a fair construction of 
the statute, only the par value of the stock can be assessed, as has been the usage 
heretofore. No decision has been made as yet. 

The total outstanding circulation of the National banks, with the amount of 
bonds deposited in Washington, compare as follows: 
Week Notes in Bonds for Bonds for Coin in Coin 
ending circulation. circulation. U.S. deposits. Total bonds. Treasury. Certificates. 
May 15... $350,459,189 . $379,198,900 . $16,017,200 . $ 395,216,100 . $92,205,130 .$ 20,848,600 
May 22.... 350,012,329 .. 379,186,900 .. 15,967,200 .. 395,154,100 .. 92,551,522 .. 20,119,800 
June 5.... 350,780,279 .. 378,938,900 .. 15,917,200 .. 394,856,100 .. 83,927,204 .. 19,777,200 
June 12.... 349,257,859 .. 378,176,400 .. 15,942,200 .. 394,118,600 .. 83,608,659 .. 19,248,300 
June 19.... 348,994,474 -- 376,860,400 .. 15,892,200 .. 392,752,600 .. 77,016,446 19,803, 100 
June 26.... 349,462,839 .. 376,585,600 .. 15,817,200 .. 392,402,800 .. 69,945,673 .. 18,489,700 
July 3..-- 349,285,309 .. 375,735,000 .. 15,792,200 .. 391,527,200 
July 10.... 349,735,164 .. 375,333,000 .. 15,792,200 .. 391,125,200 .. 69,608,526 .. 23,673,800 
July 17.... 351,613,724 .. 375,197,362 .. 15,792,200 .. 390,989,562 .. 68,860,027 .. 23,309,400 
July 24.... 350,764,469 .. 374,753,362 . 18,792,200 .. 393,545,562 .. 66,926,937 -. 22,628,300 
July 31.... 349,835,249 -- 374,894,362 .. 18,792,200 .. 393,686,562 
Aug. 7...- 348,937,939 -- 374,927,862 .. 18,792,200 .. 393,720,062 .. 71,953,412 .. 22,657,200 
Aug. 14.... 349,205,093 .. 374,917,762 .. 18,792,200 .. 393,709,962 .. 70,716,887 .. 19,740,700 
Aug. 21.... 349,130,000 .. 374,788,762 .. 18,792,200 .. 393,580,962 .. 70,738,807 .. 18,561,000 
Aug. 28.... 348,725,018 .. 374,531,762 .. 18,792,200 .. 393,323,962 .. 70,223,690 .. 17,510,400 
Sept. 4.... 348,011,138 .. 373,812,762 .. 18,792,200 .. 392,604,962 
Sept. 11.... 347,980,000 .. 373,382,762 .. 18,792,200 .. 392,174,962 .. 66,730,316 .. 
Sept. 18.... 347,578,483 .. 373,077,762 .. 18,792,200 .. 391,869,962 .. 65,927,109 .. 12,722,400 
Sept. 25.... 347,720,223 .. 372,150,762 .. 18,792,200 .. 390,942,962 .. 66,924,152 .. 12,435,000 
Oct. 2.... 346,994,193 .- 371,489,252 .. 18,782,200 .. 390,271,462 .. 
Oct. 9.... 346,769,853 .. 369,791,762 .. 18,782,200 .. 388,573,962 .. 68,784,332 .. 12,477,100 
Oct. 16.... 346,813,776 .. 368,857,212 .. 18,782,200 .. 387,639,412 .. 70,472,506 .. 12,775,600 
Oct. 23.... 344,458,128 .. 368,119,917 .. 18,760,000 .. 386,879,917 .. 69,070,408 .. 11,562,300 
Oct. 30.... 346,805,616 .. 367,799,412 .. 18,730,000 .. 386,529,412 .. 
Nov. 6.... 345,799,108 .. 366,658,312 .. 18,730,000 .. 385,388,312 .. 72,042,514 .. 


DEATHS. 


At RoE, N. Y., on Saturday, September 4th, aged sixty-seven years, ISAAC 
T. MINER, President of the Central National Bank of Rome since its organization, 
in 1853. P 

At CENTER RUTLAND, VT., on Monday, September 27th, aged seventy-eight 
years, WILLIAM V. RIPLEY, President of the Rutland County National Bank. 

At YARMOUTH PorT, MASss., on Tuesday, October 19th, aged seventy-four years, 
Amos OTIs, President of the First National Bank of Yarmouth. 

At PITTSBURGH, PA., on Saturday, October 23d, aged sixty-four years, ROBERT 
H. HARTLEY, President of the Merchants and Manufacturers’ National Bank, of 
Pittsburgh. 

At Piqua, OHIO, on Saturday, October 23d, aged sixty-six years, JOSEPH G. 
YounG, Cashier of the Piqua National Bank. 

At NEw BRUNSWICK, N. J., on Monday, November ist, JAMES DAYTON, 
President of the National Bank of New Jersey, at New Brunswick. 

At BANGOR, MAINE, on Monday, November 8th, aged seventy-three years, 
SAMUEL LARRABEE, President of the Mercantile Bank of Bangor, Maine. 





